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Introduction 


THERE is nothing new in the enunciation of the idea that 
political economy cannot be separated from sociology. Long 
ago, August Comte criticized classic English economics on the 
ground that it attempted a divorce in theory that is impossible 
in practice, a divorce which, applied in practice, resulted only 
in confusion and disintegration. The connection of politi- 
cal economy with politics is embodied in the very name. 
Although many recent workers in the field have tried to intro- 
duce the neutral name “‘economics,” they have also insisted 
that economics is one of the social sciences. The fact that 
only a comparatively small number of workers and writers 
have ventured to hold that there is an intrinsic connection of 
politics and economics with ethics, as a social science, is proof 
of how empty and verbal is the current notion of “social 
science.” As it is now commonly used, it is only a word. 
For what is the sense in calling ethics, politics, economics and 
sociology “‘social sciences” when it is also held, in practice 
ii not in so many words, that there is no necessary, no intrinsic 
connection among these various subjects? It is as if some 
one, proclaiming the importance of the physical sciences, 
then went on to assume that there is no inherent connection 
between the facts and principles of astronomy, physics, 
chemistry, etc. The present state of the world cannot be 
laid at the door of the separation held and proclaimed by 
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many scholars. Its causes are deeper. But it can be truly 
affirmed that the chaotic, the divided, the hostile, state of the 
world and the intellectual division that has been built up in 
so-called “social science,” are both of them reflections and 
expressions of the same fundamental causes. The attempt to 
break down the walls of separation, the unnatural barriers 
which have been erected, is therefore a necessary part of any 
movement toward greater social cooperation. The endeavor 


for synthesis should be welcomed by all persons of all creeds 
who are concerned with attainment of the harmonious rela- 


tions which more and more are seen to be the sole alternative 
to collapse of civilization. Although THE AMERICAN 
JouRNAL oF ECONOMICS AND SOCIOLOGY is not committed 
to swearing loyalty to any one master, it is certainly fitting 
that an American endeavor at synthesis in the social field 
should honor the work of Henry George. For I know of no 
writer by whom the interdependence of all aspects and phases 
of human relations, economic, political, cultural, moral, has 
been so vigorously and so sympathetically set forth. 
JoHN DEWEY 


Foreword to a Venture in Scientific Synthesis 


A sMALL Host of scholars representing the different social sciences and the 
related philosophical disciplines have associated to bring into life this new 
American review.‘ The present writer, as the eldest of them in years and 
in service, has been selected to report its attitude and aims. Its goal is sci- 
entific synthesis in order to lay bare the cause or causes of the present crisis, 
and to detect, if possible, the way out of it. This is the task given to social 
science and social philosophy by the founder of scientific sociology, 
Auguste Comte: “Savoir pour prévoir, prévoir pour prévenir.” 

Without committing my colleagues in regard to single problems and 
thereby anticipating an agreement that is intended to be the end of our 
discussions, I believe I may say that all of us are agreed as to the basic prin- 
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ciples of method and philosophical attitude. In fulfillment of their charge, 
I should like to set out what I think are the marks of a review that is truly 
scientific. 

Science does mot consist in the use of a pompous style or of a language 
understandable only to the innermost circle. 

Science is not what is maintained by even the most famous of all experts, 
but what is proved by some one, be it an expert or the humblest of all out- 
siders. All science that is not exclusively descriptive, rests on the bedrock 
of the “self-confidence of Reason,” i.e., the unshakable certainty that cor- 
rect inferences from accurate premises unfailingly conduct to conclusions 
concordant with the well-observed and circumspectly- and completely- 
established facts. 

This review, therefore, rejects that vapid and flaccid relativism which 
would conceal ignorance by denying Man’s capability of attaining ultimate 
truth, or would cloak cowardice in the face of reality by exalting super- 
ficial inquiry. 

Science, finally, considers truth a holy trust to be professed uncondition- 
ally, even if it should contradict cherished prejudices and formerly main- 
tained opinions; and certainly, even if it should be looked at askance by the 
mightiest political and economic interests that may feel inconvenienced or © 
may hold their position jeopardized by a newly detected truth. Science’s 
eternal device is Galilei’s “E pur si muove!” 


II. 


THIS REVIEW, TO REPEAT, is out for synthesis; not only of the different 
social sciences that form the great unity of sociology proper, but also of 
social philosophy. The first, because no mortal man is capable any longer 
of mastering them all; the more important his present problem, the more 
irresistibly the expert feels himself driven beyond the borderline of his 
home-science and realizes that the great problems can be solved only by the 
social sciences cooperating in fruitful team-work. And the second, be- 
cause social philosophy must partake of this common work, since we are 
absolutely assured of having reached ultimate truth only if “‘science and 
conscience” are in full agreement, as Proudhon magnificently puts it. 
Nothing can be true in social science that violates justice. 


This review, therefore, rejects the pseudo-scientific version of sociology 


and especially economics which pretends that economy and society have 
their existence in a vacuum; that evaluations, value-judgments on good or 
evil, fair or unfair, have no place in social science. It rejects with the same 
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contempt the injunction that “‘la recherche de la paternité est interdite” as 
to the origins of the State, the classes, the orders and the property. 


THE SCHOLARS ASSOCIATED in this venture feel the ter-ible responsibility 
incumbent upon them. Ours is the task of bending into the service of 
Mankind and Humanity the last and by far most dangerous elementary 
force, that force that is set free in the process of social development. What 
are all the so-called “Acts of God,” all inundations, earthquakes, volcanic 
eruptions, hurricanes and so on, compared with the devastations brought 
about by war, revolution and economic exploitation? Our culture is 
whirling in the maelstrom of irrational forces: they must be brought under 
control. 

There is only one power to attain this goal, the same power that brought 
under control the elementary forces of Nature, of wind, falling water, 
steam, electricity; and is about to unchain the limitless forces of atomic 
dissociation. The stupendous rise of American technique in agriculture 
and industry is due exclusively to science: “Nothing is as practical as 
theory.” There is not the least reason to.assume that the same general law 
is not valid for social technique in the organization and government of 
society, just as well. 

This review, therefore, repudiates the malignant doctrine that Man’s 
behaviour depends exclusively upon his “race,” and not in the least upon 
his environment. The whole of contemporary barbarism rests on that 
pseudo-philosophy. We know beyond the least doubt that the average man 
behaves in accordance with the push and pull of his environment, and 
history proves that man is capable of changing his environment and thereby 
his average behaviour. 

This review is dedicated to the task of developing social theory in order 
to map out a well-thought-out plan of social reform. To use a simile: the 
associated scholars strive to replace prevailing quackery in modern state- 
craft with scientific medicine. They repudiate that malpractice of experi- 
menting haphazardly upon nations, as if people were nothing but guinea- 
pigs and society but an immense abattoir. 

It is the ultimate aim and hope of the collaborators that their work will 


help in changing the environment in such a fashion that the average man 
will find peaceful cooperation the shorter and securer way to happiness 
than violence, war and subjugation. 
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THE PRESENT AUTHOR, finally, asks permission to profess his personal con- 
viction, which possibly may not be shared by all his associates, that the 
task before us is to bring democracy to perfection by weeding out of our 
social set-up the last remnants of feudal “fraud and violence” as John 
Stuart Mill puts it, the remnants that the revolutions of 1776 and 1789 
failed to eradicate. 

Social science, I believe, must follow to the end the way that Henry 
George opened up but was not chosen to accomplish. Ours is the task 
of breaking up the monopoly of the land in order to bless mankind at 
last with full freedom, real free competition and true democracy. 


FRANZ OPPENHEIMER 
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Science and Values in a Changing World 


By GeorGE R. GEIGER 


SOCRATES WAS FOREVER FOND of pointing out that, although 
physicians made us well, they did not know whether it were 
better or not to be well. Today, undoubtedly, he would 
notice that we have the utmost facility, scientific and tech- 
nical, to provide ourselves with gadgets, but certainly he 
would ask what they are for. This Socratic concern with 
values is neither pedantic nor precocious, and if it is trite that 
is all the more serious, for modern man has to face no more 
searching problem than the tragic gap between technology 
and morals. Perhaps “technology” and “morals” have too 
academic an odor. They might be stepped down to some- 
thing like—factories and unemployment, hospitals and war, 
precision tools and mass ignorance, skyscrapers and insanity. 
Must “morals” connote all these rather depressing alterna- 
tives? Certainly not! But it is when we contrast the prom- 
ises of scientific method and technological accomplishment 
with the frustration of the social scene that judgments must 
be made. The one judgment that appears overpowering and 
completely coerced is that “science,” natural or social, is 
meaningless—it just doesn’t count—unless it has traffic with 
“moral” choices. 

This may seem a very medieval point of view, the essence 
of Aristotelianism. “Final causes” have long since been ex- 
pelled from anything that carries the label of “science.” 
What things are for, the purposes of knowledge, seem to be 
but vestigial remains of a pre-Baconian teleology, of a philos- 
ophy of science—Greek and scholastic in essence—which 
looked to ethics instead of to physics as its model. The reac- 
tion from such an approach has been complete and decisive; 
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it has been, in fact, the theme and the synopsis of the scien- 
tific revolution. And, without question, the reaction was an 
entirely legitimate one; except that in turning away from a 
teleology, metaphysical and Christian in its direction, the 
scientists have become suspicious of all ulterior values, what- 
ever their character. A certain type of end has become the 
representative of purposes-in-general; goals that are in no 
sense other-worldly or theological have collapsed along with 
those of the “Christian epic.” It would seem, therefore, that 
a certain disintoxication is necessary before the scientific 
enterprise can be shunted off from its purblind pursuit of 
gadgets. 

Now, this scientific enterprise is above all things a method 
of approach, an attitude of mind, a way of knowing. Yet in 
no sense is it circumscribed by tricky machinery or labora- 
tory routine, and certainly it is not confined to problems of 
physical nature. An exposition of scientific method is not 
required here, but there is at least one major aspect that de- 
mands discussion, and that is the familiar “critical” charac- 
teristic celebrated by every portrait of science. What does it 
mean to be critical? It surely is not sufficient merely to re- 
hash the text-book reports and proclaim that to be critical 
means to be sceptical, to take nothing for granted, to test 
every proposition and hypothesis by “scientific method” in- 
stead of by authority or hearsay. These are elementary points 
which, although not inaccurate, are manifestly ingenuous, 
convincing only in a freshman logic or physics course. It 
would be much more honest, and unquestionably more sophis- 
ticated, to insist that to be critical means to make moral 
choices. To be sure, that unfortunate word “moral” causes 
many alleged sophisticates to shudder. It so often connotes 
the sugary and sticky, even the pedestrian and vulgar, having 
to do with nasty things like the Seventh Commandment. 
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But that kind of unhappy interpretation is really old- 
fashioned enough to be incredible. For “moral” or “ethical,” 
particularly as those words are used in connection with “crit- 
ical,” must mean nothing more or nothing less than a concern 
with choices and judgments, with values and criteria. That 
is to say, a critical attitude of mind is not one that just doesn’t 
give a damn. Criticism and indifference are incompatible. 
The very least a scientist must do—even if he is in truth the 
much-caricatured entomologist devoting his entire life to one 
rare butterfly—is decide what data are relevant for his study, 
what problems are significant, what hypotheses fruitful. Such 
decisions can never be completely objective or neutral. They 
involve valuation, i.e., choice between alternatives, prefer- 
ence among competing interests, saying yes here and no there. 
And this process of selection, a process that automatically 
establishes a system of values, is precisely the technique of 
ethical decision. 

This interpretation of “moral”? may appear a loaded one. 
Perhaps it does exaggerate to make a point. The point, how- 
ever, seems to be important. It is simply that the understand- 
able turning-away of scientific techniques from a sentimen- 
tal, hortatory, and “moralistic” ethics is not understandable 
when ethics is regarded as a critical evaluation of values al- 
ready current. Recent ethical theory has become more and 
more sensitive to this process of evaluation, although it 
would be very wrong to infer that there is fundamental 
agreement among ethical theorists. They divide and break 
as soon as the magic word “ultimate” is tossed into their laps, 
some shying away from the thing, others clinging to it as the 
only object worthy of philosophy. Yet in either case values 
are not just taken for granted; they are not “there” in some 
Platonic sense. The emphasis in modern moral philosophy, 
whether instrumentalist or not, is definitely upon the phe- 
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nomenon of what happens when men make fundamental de- 
cisions. What are the social and psychological backgrounds 
of their choices? Do men actually have any criteria, at least 
conscious ones? Or are choices completely the product of a 
one-two operation of conditioning plus rationalizing? In 
any case, if we understand “values” to refer to the results of 
man’s long-time preferences—preferences in the gentral area 
encompassing his basic attitudes of life, his deep-rooted 
tastes and interests, his objects of respect and reverence— 
then the problem of ethics seems to be an attempt (1) to 
grasp the origin and development of such values; (2) to re- 
late them to their present background; and (3) to compare 
their promises with their accomplishments. This, then, is 
what is meant by describing ethics as the “critical evaluation 
of values already current.” 

A brief paragraph of excursion like this into what might, 
with some affectation, be dubbed moral theory appears nec- 
essary to impress the scientist—if such there be—who still 
regards ethics as some saccharine, thou-shalt-not, pious busi- 
ness from which his own efforts must be carefully disinfected. 
It also seems necessary, in a more positive sense, to justify the 
apparently bizarre contention of this paper that the scientific 
attitude must be throughout a “moral” one. Let us develop 
this thesis a little further, and, to make the argument even 
more scandalously brazen, let us confine it for the moment to 
the natural sciences. For, after all, there does seem some 
plausible ground for moral exemption of the natural sci- 
ences, although the claim is really more specious than plau- 
sible. If we waive the usual text-book arguments for moral 
objectivity, the cry for preferential exemptior on the part 
of science seems to reduce itself to two main arguments. 

The first goes something like this: The methods and the 
data of scientific enterprise are insulated from the social 
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world, just as gonad from soma. Disciplines of controlled 
conditions and laboratory precision characterize science; sub- 
jective, emotional influences are rendered aseptic; the human 
equation and the social equation are cancelled out. Materials 
and machinery are pure. To introduce “social” problems 
would only contaminate the rigor of experimental procedure. 
For instance, one would do no service to the chemist qua 
chemist to inquire into the ultimate purpose and use of his 
research, say, in the field of a new high explosive. That only 
muddies the water. His problem is clear, and his approach 
routine. They are limited to the chemical universe of dis- 
course. Here values and social reference are conspicuously 
missing. (Just so, to anticipate, the scientific economist qua 
economist must not be disturbed by political or sociological 
diversions. He is a scientist, not a social welfare worker. ) 

The second argument is perhaps more subtle. Certainly 
it is seldom made explicit. It is what might be called the aes- 
thetic justification of science. ‘This very description may 
indicate something rather preciously fragile. Science is ex- 
empt from moral criteria because, like art, it is sufficient unto 
itself. Whatever values may be applied to it are aesthetic, 
not ethical. That is to say, there is beauty, satisfaction, good 
taste in the solving of problems. Scientific demonstration 
is a delicious experience—classic, clean, and sharp. To ques- 
tion its intrinsic validity, to soil it with grubby fingers, to 
judge it in terms of ulterior goods would be as sordid as test- 
ing a sonnet by the. rules of advertising copy, or calculating 
the capacity for grain storage of the Taj Mahal. Science is 
its own reward; it exists for its own sake. It is “‘pure,” and 
its “application” is distinctly a by-product—also something 
of a poor relation. 

These arguments may be caricatures; certainly, as stated, 
they contain their own refutation. Nevertheless, they focus 
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attention upon problems that do not seem to have troubled 
the scientist as much as they should have. Indeed, the wide- 
open vulnerability of the arguments has itself seemed to give 
little trouble, possibly because it has been only in the last few 
desperate years that the magic surrounding the blessed name 
“science” has begun to crack. In any event, the claim for 
moral objectivity is not an allowable one. 

First of all, that the methods and data of science are dis- 
infected from social values is just not true. The very history 
of scientific thinking has been a counterpart of economic 
and political history. “Science” is not old. It is a youngster 
of but three or four centuries. It is as young as the middle 
class and the New World and the national states of Europe. 
The revolution that propelled it into life saw also the birth of 
the great trading cities and the rise of new theories of business 
and government. Now, this argument must not be misun- 
derstood. Whether or not the development of modern sci- 
ence is to be regarded largely as a function of class interest is 
a very debatable problem, its resolution depending undoubt- 
edly upon one’s fundamental philosophy of history. But that 
is not the point at issue. The question being raised here is 
simply one that challenges the alleged antiseptic character of 
scientific method. For that method is throughout the product 
of historical processes, the end-result of social decisions, some 
of them involving bald economic choices, others resting upon 
some of the most precious and intimate of human rationali- 
zations; but all of them thoroughly infected with valuation. 

The impossibility of scientific systems as isolates from cul- 
tural values seems obvious enough even if it is not always 
recognized, but certain important implications have appar- 
ently been forgotten. The principal one very well may be 
this: That the moral immunity demanded by science is itself 
the rather peculiar result of an entire history of ideas stretch- 
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ing from the pattern of Greek contemplation to the Age of 
Reason of the seventeenth and eighteenth centuries; and that 
this immunity is subject to qualification and removal. In 
fact, the anti-intellectualistic trend of present-day totali- 
tarian philosophy, with its belligerent contempt for “pure” 
science, is precisely an indication of how the status of scien- 
tific method can change as its background changes. Again, 
this observation should not be misinterpreted. It is in no sense 
whatever even an implied defense of such totalitarian “prag- 
matism.” Instead, it is simply calling attention to the organic 
connection between any human enterprise, however emanci- 
pated or objective it may consider itself to be, and its forma- 
tive social matrix. 

Natural science has had to win its privileged position. If 
that position is worth anything, it must now be defended and 
justified. That can be done only by demonstrating the moral 
and social relevance of science—surely, a simple task. But, 
with notable exceptions like Bridgman in physics and Lynd 
in sociology, such a defense has too often appeared unneces- 
sary or even ignoble to the scientist. The result has been the 
downright meaninglessness of mechanical gadgetry on the 
one hand, or the insane and anti-social perversion of technol- 
ogy on the other. “Science for what?” is still one of the most 
profound questions that can be asked. 

This argument is not going to turn into a naive general 
criticism of either the structure or the methodology of nat- 
ural science. That would be as mischievously juvenile as the 
contemporary worship of science—especially the worship 
found in the advertising pages of women’s magazines, where 
the high priests (with pointed beards and white surgical coats 
and Viennese titles) sell sex, bowel regularity, and financial 
security by chanting What Science Proves. The balance 
sheet has both debits and credits. And no wholesale indict- 
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ment, assessment, or testimonial has any place here. Even the 
alleged moral immaculateness of natural science has an unde- 
niable appeal these days, for who would not like to indulge in 
escape? (Although the ivory tower is becoming so crowded 
that the philosopher, who homesteaded the place, can’t even 
get elbow room, what with the rabble. . . .) 

The point of all this rests, then, on the impossibility of sci- 
ence detaching itself from valuation. For in some way must 
the scientific discipline explain its existence! And whatever 
explanation it selects—historical, social, aesthetic, pragmatic 
—involves a decision between competing values. Contem- 
porary science is the outcome of a whole series of choices, 
many of them implicit and long since forgotten. These 
choices are the very seeds of ethics. 


IN TURNING from natural to social science, we have the clear- 
est kind of a fortiori argument. That is, if the demand for 
moral objectivity on the part of the natural scientist is not an 
impressive one, how much less effective is the plea of the econ- 
omist or sociologist or political scientist to be let alone! The 
social scientist seems to have been seduced by a doubly false 
analogy. First, he has believed that natural science is morally 
neutral; it isn’t. Next, he has hoped that social science will 
ape all the techniques of physical science; it can’t. To be 
sure, these misconceptions do not make his legitimate inter- 
ests any the less “scientific” or significant. But he must learn 
that the techniques of science vary, even if the scientific 
attitude remains constant. Methodology varies because all 
aspects of experience are equally real, and they demand their 
own treatment—which may or may not resemble a social 
physics. The scientific temper of mind appears to be a rela- 
tively permanent contribution of European culture, but it 
cannot be an indifferent temper of mind. 
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This point is vital, and it must penetrate the universe of 
discourse of the social scientist. He is dealing above all with 
a culture, and perhaps his very first job is to understand that 
no culture, no society, can be neutral; they are all vested. 
Indeed, if they weren’t vested, they could not be “societies” 
or “cultures.” They all operate, almost by definition, under 
a system of values, even if those values are so often implicit. 
If the social scientist does nothing else, he must disentangle 
those values, criticize them, accept, reject, or modify them. 
This is the real meaning of social science. Anything else 
seems just so much professional jargon or bead coilecting. 

What, then, is this scientific attitude common to both nat- 
ural and social science? Certainly it is not the objectivity of 
a splendid moral isolation. Neither is it a temper that is cap- 
tivated only by laboratory mechanics. As was suggested 
earlier in this essay, the scientific enterprise is above all things 
a critical method of approach to any material whatsoever; 


and to be critical means necessarily to employ some set of 


values. It would be, however,:only an act of impertinence 
typically philosophical to propose to the social scientist what 
such a set of values might be like. There might be even less 
difficulty in making that proposal to the natural scientist, for 
with him the range of possibilities seems to be narrower. But 
one or two suggestions may be noted here, at least by way of 
a conclusion. 

First of all, social science must become increasingly im- 
pressed by the need for making evaluations. The gathering 
and statistical manipulation of case studies is not enough; 
judgments also must be made, but made articulately and with 
a deliberate self-consciousness. Letting facts speak for them- 
selves is not enough (facts are notoriously dumb) ; the social 
scientist must speak for himself, even if he sticks his neck 
way out in doing so. True enough, ever since the depression 
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years and particularly in the desperate times that are now 
facing us, there has been a remarkable change of heart—even 
in economics. The academic economist, for example, is defi- 
nitely less sure than he used to be that his object is to give us 
simply the logico-historical basis of economic processes, leay- 
ing it up to someone else (who, for instance?) to say whether 
these processes were any good or not, whether they were to 
be worshipped, ignored, or used. Nevertheless, this amoral 
social scientist is no straw man being set up to be knocked 
over. There are still many who are seduced by the shop-talk 
of the social disciplines—objectivity, cool detachment, judg- 
ing not until all the facts are in, and the rest. Now, the 
making of moral judgments does not necessarily mean rush- 
ing off to the barricades! To infer from the argument being 
presented here that the scientist ought constantly to be hot 
and bothered, to weight the evidence, to let emotion run wild, 
or at the very least to practice egregious rationalizing, is not 
simply to draw a caricature: it is to fall into an elementary 
fallacy in the logic of immediate inference. A sounder con- 
clusion would be that no attitude except a critical, i.e., a nor- 
mative, one has any relevance for scientific method, espe- 
cially at a time when decisions, the most profound we can 
imagine, are being made and must continue to be made. Es- 
capism is indeed a possibility, but an escapist social science is 
almost a meaningless phrase. 

A second and perhaps more specific suggestion is this: Let 
us assume that the American scientist accepts a set of values 
that can be called “democratic.” (The fact is that in Amer- 
ica he would naturally accept and defend them: they are the 
vested values of our culture.) Isn’t his job something far 
beyond the crude acceptance or rationalization of even a so- 
called democratic set of values? The critical attitude ex- 
pected, above all, of the social scientist would seem to de- 
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mand (1) the “semantical” clarifying of just what a “demo- 
cratic set of values” means; (2) the formulation of tech- 
niques that will implement such values—when they are given 
meaning—and make them truly operative; both of which 
suggest (3) the realization on the part of social science that 
democratic ends, however praiseworthy, are unapproachable 
without the appropriate economic, political, and social means, 
that ends and means are indeed a functional unit—we can’t 
acclaim the one and ignore the other. 

If economics and sociology recognize some such program 
as this as their proper métier, they will help bridge the fright- 
ening gulf between our technical accomplishments and our 
moral failures. If they pretend, however, to be excused 
from the burden of critical evaluation and judgment-mak- 
ing, they will continue to offer us factories and unemploy- 
ment, hospitals and war, precision tools and mass ignorance, 
skyscrapers and insanity. 
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If we were to discuss our views freely and gen- 
erously, concealing nothing and showing an open 
mind and willingness to learn, if anything new is to 
be learnt, we would gain the sympathy of the mod- 
ern philosopher much more easily. As to the views 
of contemporary thinkers, I confess that here we do 
meet a special difficulty. Much contemporary phi- 
losophy seems out of touch with life, and in my 
contacts with it I have failed to live up to my own 
principles. So long as one tries to see the best in an 
opponent’s views and even extract out of them 
something worth having, I believe all is well. All 
great thinkers have something to say, and even 
when they do not help directly they have the power 
of lighting up one’s own thoughts, of helping one 
see an old truth in a new guise. That is surely the 
way truth advances. ... For my own part I 
should like to be able to find something of value in 
all contemporary thought, to this extent: that I 
understand the purpose of the inquiry and the force 
of the arguments that have persuaded minds much 
abler than my own. 

MartTIN Cyrit D’Arcy 
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Tax Leverage for Efficient Land 
Exploitation: 


A Differential Levy on Site Values as an Aid to Land 
Use Adjustments* 


By Dona tp B. IBacHt 


THE THOUGHT of a tax on the site value of land is, of course, 
anathema to speculators in site values. Because of miscon- 
ception of the effects, mention of the site value tax is often 
disconcerting to many bona-fide farmers and urban property 
owners who either live on their own land or at least have a 
primary interest in the security of control of the land and in 
obtaining for their investment therein a return comparable to 
what they could secure through investment in other lines. 
Many economists who are in agreement with the principle of 
the tax consider attempts at its application futile, because of 
seeming inexpediency resulting from popular misunderstand- 
ing and accumulated prejudices. Some of the misunder- 
standing reflected in these attitudes can be attributed to the 
failure of economists to give to the subject attention equivalent 
to that which has been given by pointing, for example, to the 


. undesirability of governmental trade restrictions in terms of 


the principle of comparative advantage. 

Much misunderstanding of the site value tax has been caused 
by those of its proponents who have over-simplified its appli- 
cation (particularly with reference to agricultural land) , have 
over-stated its potential contribution and have insisted on. 
referring to it as the “single” tax. Its present-day propo- 
nents do not visualize it as a cure-all, nor do they believe it 


* This paper has not been submitted for the approval of the author’s superiors in the 
Soil Conservation Service. 
+ Soil Conservation Service, United States Department of Agriculture. 
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could replace all other taxes. Because of these facts, and be- 
cause of the natural force of inertia, the site value tax is prob- 
ably more grossly misunderstood by more people than is even 
the case with respect to the impact on agriculture, labor, 
and business, of our past maintenance of high protective 
tariffs. Since such widespread misunderstanding prevails, 
a considerable amount of space in this paper is devoted to the 
nature of the tax itself and to its effects, as well as to a sug- 
gestion for its differential use to promote conservation of 
land. 

The statement has been made in effect that two main atti- 
tudes are maintained with respect to a tax on site values, (1) 
that which is favorable to it in principle, and (2) that which 
reflects imperfect or incomplete understanding of the pro- 
posal. No doubt this is stating the case too simply, since a 
third group should probably be added, those who may under- 
stand the effects of the tax but whose interests in future gains 
resulting from increases in site values overshadow the inter- 
ests they may have in securing productive returns from their 
investment in fertility maintenance or other improvements. 
It has long been established, though not widely understood, 
that this last-named group comprises the only persons whose 
economic interests are not in accord with any equitable appli- 
cation of the tax. Perhaps it should be added that at least in a 
relatively new country such as ours most of us, bona-fide 
farmers included, are inclined to speculate. It is a natural 
inclination, and as such is not to be deplored except as it in- 
terferes with free competitive operations. The question is 
whether it constitutes such interference when permitted to 
operate in things the value of which is altogether the product 
of society at large. Gains from this type of speculation repre- 
sent “nice work if you can get it.” It is time to consider, 
however, whether in the interest of security of tenure on 
land, and for other reasons, society can afford to continue to 
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overlook certain contributions which the site value tax could 
make. 

Far from being socialistic, as seems to be the popular notion, 
the site value tax on the contrary is in complete accord with 
the capitalistic theory of enterprise in that it tends to direct 
more completely, to the different factors of production, the 
whole of the marginal product of their respective inputs. 
Failure to incorporate it into our economic system, like failure 
of states and nations to utilize the principle of comparative 
advantage in both domestic and international dealings, can be 
assigned as no small reason why we have so many obstacles to 
free competitive enterprise. These ingrown obstacles have 
seriously impaired and threaten to destroy the free price sys- 
tem essential to the maintenance of thoroughly democratic 
processes such as comprise what we have been pleased to call 
“the American Way.” 

The process of imposing rigidities to neutralize the effect of 
others previously imposed soon becomes an endless one. Mil- 
lions of Americans, while recognizing the effectiveness of cer- 
tain controls, are still of the opinion that greater real gain 
would follow pursuance of policies more in line with the con- 
cept of the ““New Freedom” as enunciated by Woodrow Wil- 
son more than twenty-five years ago.’ This challenge cannot 
be lightly tossed aside even in view of the present world situa- 
tion. The results thus far of “control by commission,” while 
not unproductive, do not warrant disregard of possible steps 
to achieve and maintain maximum flexibility in all areas of 
our competitive price system, except in the case of certain 
natural resources where certain measures of control may best 
serve the public interest. Free enterprise, of course, means 
flexibility. It does not mean freedom to form restraints and 
rigidities designed to gain artificial economic advantage. We 


1 See Thurman Arnold’s “Bottlenecks of Business,” Reynal and Hitchcock, New York, 
1940. 
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appear to need in some areas of our production and price 
economy, something which, however anomalous it may 
sound, might be termed “enforced laissez faire.” Certain 
aspects of the idea of “industrial adjustment” seem to suggest 
such a development.’ 

Before leaving this part of the paper, I want to clarify 
further the point that the site value tax is in keeping with our 
traditional economic system. I think this is necessary because 
there has seemed to be a tendency, perhaps unintentional, to 
associate it with philosophies that oppose a system of free 
enterprise. For example, readers of a recent book’ might have 
difficulty in determining whether the authors intend to imply 
similarities in the philosophies of Henry George and Karl 
Marx. It is true that Henry George over-stated the gains 
which would result from the adoption of what he called a 
“single tax on land values,’* and that in certain other respects 
his conclusions were faulty, as has indeed been the case 
with many of the more “disciplined” writers. But to class 
his thinking along with that of Karl Marx is, of course, quite 
another matter. In justice to the contribution of Henry 
George, I think it is not an overstatement to say that his 
philosophy was no more similar to that of Karl Marx than are 
the viewpoints of most of our economists and political and 
industrial leaders similar to those held by professed followers of 
communistic doctrines. 


Some Characteristics to be Desired in a Land Use Adjustment 
Program 


IT SHOULD BE CLEAR that the public has an inherent interest 
in land and land use. The following statement by Dr. Karl 
Brandt points to a slowly changing concept of man’s relation 
to land: 


2 Mordecai Ezekiel, “2500 a Year,” Harcourt, Brace & Co., New York, 1936. 

3 Ely and Wahrwein, “Land Economics,” Macmillan, New York, 1940, pp. 7 and 104. 

# Henry George, “Progress and Poverty,” The Robert Schalkenbach Foundation, New 
York, 1936. 
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The tedious and time-absorbing process of reconciling pri- 
vate control of land use with the necessities of social control 
has led to a trend of thought that moves away from an ab- 


stract and absolute concept of property toward one that is 


more or less “‘functional.’”® 


In this connection, the observation of no less conservative an 
economist than Dr. Henry C. Taylor, that “neither should we 
turn away because we find the farm tenure problem a problem 
in political economy rather than a problem in farm manage- 
ment’” is also pertinent to this discussion. 

We are so accustomed to regulation of the production and 
use of so many things which represent the product of the 
individual’s labor and savings, that governmental policies de- 
signed to direct good land use should not give concern, partic- 
ularly when they conform more closely to the traditional ideals 
of our economic system than do many of the policies to which 
we have given more or less common consent. Some of the 
things which would conform to our democratic ideals and 
which good land use policies should promote are, (1) wise use 
without waste of all the land both in and outside of farms, 
(2) maximum flexibility in application so as to permit con- 
formity to local and individual farm situations, (3) increasing 
stability and security of tenure of the agricultural population, 
(4) discouragement of speculation in the value of land 
space, and (5) encouragement of individual owner-operator- 
ship of the family-sized farm, in terms of local interpretation 
of what is meant by such a unit. 


Need for Consolidation of Conservation Efforts 


ONE CONSIDERATION FUNDAMENTAL to any type of induce- 
ment to improved land use on individually owned units, is 


5 Karl Brandt, “Public Control of Land Use in Europe,” Journal of Farm Economics, 
February, 1939. 

® Henry C. Taylor, “Land Tenure and the Social Control of the Use of Land.” Paper 
delivered at the Fifth International Conference of Agricultural Economists, Macdonald 
College, Quebec, Canada, August, 1938. 
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that of the effect of proposed adjustments on the conservation 
of the farm asa unit. It is clear that conservation of land is 
part and parcel of good farm management. Individual con- 
servation practices applied to particular fields may be offset 
by bad land use elsewhere on the farm. This is commonly 
recognized and all too frequently occurs. Direct subsidies 
granted under such conditions cannot represent good public 
policy and can be justified only on grounds other than con- 
servation, and then perhaps only temporarily. 

Any policy of subsidization of a particular group tends to 
bring about uneconomic production and can be defended only 
until better alternatives can be developed, or on such grounds 
as, e.g., national defense. The fact that agriculture has more 
often than not been on the “paying” end of most of our past 
subsidization policies, does not alter the situation. Public 
expenditures in the name of conservation should maximize 
that objective and not be tied to concepts of production con- 
trol, price adjustment or other policies which, if they are to 
be effectuated, are properly the business of separate action 
programs. Conservation of land and reduction in output, 
physical or economic, are not necessarily complementary in 
theory and certainly often do not prove so in practice. It 
has been demonstrated in many instances that both the 
physical and economic output of land can be increased and, 
at the same time, conservation attained, in contrast with soil 
deterioration and erosion losses associated with present or 
recent land use. 


Speculation in Site Value a Factor in Land Use 


WITH THE EXCEPTION of those whose primary economic in- 
terest lies in potential increased value of land space, it is doubt- 
ful if one could find concerted major opposition to any of the 
criteria of a desirable land use adjustment policy, mentioned 
earlier. All of them would lend security to private owner- 
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ship in the right to use land. Discouragement of speculation 
in the value of land space would tend to stabilize land values, 
promote security of tenure and thus remove one of the great- 
est obstacles to attainment of conservative land use. 

High commodity prices associated with the first World 
War, of course, increased competition for the ownership of 
land space on which to employ labor and capital. The price 
paid for this space and the location, or other advantages 
included, was promptly capitalized into higher and higher 
values. In view of the débacle which followed, it does not 
require any particular amount of imagination to visualize the 
stabilizing effect on land values which would have resulted 
during the inflationary period had there been a diversion to 
the public treasury of a major portion of the demand prices 
paid for the right to occupy land space, thus leaving a corre- 
spondingly higher return to the individual’s contribution. 
Even more extravagant increases in the value of things pro- 
duced, which would have followed had the tax been shifted 
from them to site values, could not possibly have had the long- 
time unsettling effects on our economy as did the violent up 
and down swing in land values. 


Could the Site Value Tax be Useful Now?’ 


IN THE FACE of recent experience, comments are often heard 
to the effect that a tax on site values would have been proper 
if it could have been initiated in the early development of the 
country, but that it would not be worth while now. One of 
the reasons given is that, since the country is so thoroughly 
settled, the original increases in site value have all taken place 
and that imposition of such a tax now would penalize those, 
or the heirs of those, who made the original and successive 
investments. Those who use this reasoning seem to forget 


7 See Harry Gunnison Brown’s “Economic Science and the Common Welfare,” Lucas 
Bros., Columbia, Missouri, 6th edition, 1936, Part II, Chapter VI, for full treatment of 
Various aspects of the site value tax. 


On 
set 
ly 
les 
ic 
1S 
e 
| 


20 The American Journal of Economics and Sociology 


that the general property tax places a burden on increases in 
the value of improvements which result from either a rise in 
property values generally, or from additions made by the 
individual. The value of a site has no more relation to the 
price originally paid for it than has the value of a particular 
improvement to its original cost. Thus the site value tax, 
bearing only on a thing which has no production cost to the 
individual, complements accepted value theory, a statement 
that cannot be made in support of a general property tax. 

Of course, more rational land settlement would have fol- 
lowed early application of the site value tax, and disastrous 
early land booms that did much to promote bad land use could 
have been avoided. But this is not to say that community de- 
velopment is not creating and will not continue to create 
values aside from any contribution which the individual can 
make. It is significant that today, as in earlier days, op- 
position to the movement comes from our desire to retain the 
opportunity, as individuals, to gain from the action of the 
whole community, a desire which is out of accord with the 
basic principles of capitalistic society. The latter only main- 
tains that the individual should have free opportunity to se- 
cure the returns that his efforts and savings produce. That 
opportunity is, of course, greater in a flourishing society, quite 
aside from the fact that increasing demand for land is usually 
one of the characteristics of such a society. 


Are High Land Values to be Desired? 


THERE Is A CURIOUS argument that “high land values” some- 
how indicate the desirability of a community as a place of 
business. Oddly enough, such facts as “high material costs” 
or “high commodity prices” are not similarly offered as evi- 
dence of the business advantages of a developing community. 
The reason the former is advertised and the latter is not, per- 
haps unconsciously, arises out of the original idea held by 
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Ricardo and others, to the effect that since land in its spatial 
sense is non-reproducible, rent had nothing to do with the 
cost of production of commodities. (Indeed, Ricardo re- 
ferred also to the “original and indestructible powers of the 
soil.”) The cost of production of a commodity is measured 
by the returns which the factors entering into its production 
could secure in other lines, and land, as well as labor and capi- 
tal, has alternative uses. Ruling out rent as a cost factor 
does not withstand theoretical analysis, nor is it realistic in 
practice. 

It can be argued that even though the speculator gains (or 
loses) through short time changes in site values, the economic 
rent, or the sale price he can get for the right to obtain it, 
will not long exceed that dictated by the advantages which 
the site possesses, and that the cost of using the space will 
eventually be the same no matter who gets the economic rent. 
The fact remains, however, that were it not for the expectancy 
of fluctuations in site values, title holders to land space would 
become more interested in development and in opportunities 
for greater returns associated with the improvements they 
contributed. With that transfer of interests they would wel- 
come a shift in taxes from things produced to the price paid 
for land space, whether such space were urban or rural. 

The fundamental issue, so popularly misunderstood, is not a 
question of the price which land space, or the right to use it, 
should command. It should, of course, command whatever 
price is determined by the free forces of competition between 
those who would employ their capital and labor on it, subject 
to whatever regulations society may impose. The issue sim- 
ply is that competitive enterprise should be freed, so far as 
possible, by shifting the tax burden from it to the one thing 
which only society as a whole can produce—the value of land 
space. The practical problem of application requires the 
measurement of the value of land space apart from the 
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contribution to that value associated with it which can be 
attributed to the efforts of the individual. This point will 
be discussed later with respect to application of the site value 
tax to farm lands. 


Does Speculation in Site Value Represent Production of 

Goods or Services? 
THE PROBLEM OF SPECULATION in site values presents some 
questions with respect to formation of public policies. In the 
first place, does it have any desirable consequences which off- 
set its undesirable effects? The various arguments which 
have been advanced in support of such a contention, upon 
close scrutiny, have validity only as they relate to con- 
tributions which are made as a result of use of land rather than 
as a result of ownership. The question of public interest is 
not who owns the land, or who “waits” for a return on his 
investment, but rather is one of how the land is used. Gen- 
eral observation over a period of years leads one to associate 
misuse of land with speculative holdings. In any event, waste 
through unregulated use can be avoided by zoning or other 
public measures. Taxes paid by the speculating owner of 
urban bare land who, in anticipating a higher price, prevents 
it from being used by others, would certainly be more than 
offset by the revenue which could be secured were the use of 
such land freed from the restrictions imposed by speculative 
holding. 

The theory that “waiting” constitutes production is cer- 
tainly not applicable to land. Even in the case of consumer 
goods some function, other than “waiting,” is performed in 
return for the payment of a service charge. Likewise, the 
idea that “risk-taking” alone constitutes production does not 
stand up under scrupulous theoretical analysis. Of course, 
those interested only in increases in site value take risks. They 
often lose as well as gain, as do those who engage in almost any 
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enterprise. The difference is that in the latter case either 
goods or services are produced and it is for this reason that 
returns ‘are secured. In the insurance field returns to the 
company need not exceed probable losses, plus the cost of 
personal services and facilities, and there is in this enterprise no 
recognition of risk-taking as a basis for returns. It is diffi- 
cult to discover wherein speculation in site values performs 
any function demanded by society. On the other hand, 
it is rather well recognized as a contributing factor to malad- 
justments in land use. 


Avoidance of Land Speculation 


ANOTHER QUESTION is concerned with whether emphasis is 
to be placed on security of title in land, or on security of in- 
dividual rights to the use of land. A site value tax would, of 
course, contribute greatly to both of these objectives. It 
would divert to society the gains accruing because of increased 
site values and would leave even more secure the right to 
ownership of land as a thing separate from the right to its 
occupancy and use. 

Many types of taxes have been suggested, including a capital 
gains tax® equivalent to a part at least of the increase in the 
land value in order to remove the factor of speculation as an 
inducement to land ownership. The application of such a 
tax in the form suggested, of course, would penalize indi- 
vidually-created increases in the value of improvements 
residing in or constructed on the land, as well as act as a 
deterrent to speculation in site values. Many who object to 
the site value tax do so be ause of the difficulty of making 
such distinction, although they recognize the fundamental 
difference between the forces that give rise to space utility and 
those which give value to freely-produced goods. 

Assuming that economic rent and, therefore, the rental 


8 Donald Jackson and R. Clifford Hall, “Property Tax Reform,” United States Depart- 
ment of Agriculture Yearbook 1938, p. 267. 
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value of land space is determinate, and granting that specu- 
lation in land is socially undesirable and ought to be pro- 
hibited, there would be no difference in the effect of the site 
value tax as compared with the capital gains tax in so far as 
the absentee owner’s security to title is concerned, provided 
that the site value tax did not bear more heavily on him than 
the total real estate tax now bears. In other words, to the 
extent the tax were shifted to bear on the economic rent it 
would be removed from investments represented by soil im- 
provement, buildings, machines, equipment, livestock, etc. 
The value of the space occupied, as represented by the bids 
of potential buyers, would become less but the value of the 
capital invested would increase. The productive returns of 
the owner’s capital invested in land, and that of his tenant’s 
labor or capital applied on land, would become greater as a 
result of such a transfer of the tax burden. The space value 
which is created by the community would become a source of 
revenue to the community and, to the extent that speculation 
maintains higher rents than would otherwise be the case, 
shifting of the tax in this manner would reduce production 
costs of commodities involved. These savings in the long run 
would be reflected in increased real incomes through lower 
commodity prices. These advantages would not accrue 
either to the owner or to society as a whole in the case of 
the capital gains tax. The site value tax would be gauged 
according to competition for the use of land and in conjunc- 
tion with revenue secured from inheritances, incomes, or other 
sources, would thus provide a more reliable source of revenue 
than the capital gains tax since the latter would produce 
revenue only when properties were continually sold for higher 
prices. 

The argument sums up to the proposition that the site value 
tax initiated in a gradual manner would benefit everyone ex- 
cept the title holder who is “waiting” for ‘that portion of the 
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increased value that comes only through community develop- 
ment and cannot possibly represent his contribution of any 
form of goods or services. It should be emphasized, before 
leaving this phase of the problem, that those whose present 
incomes result altogether or in part from the collection of 
commercial rents (which include economic rent as well as 
pzyment for improvements or services rendered) need not 
suffer if such a program were put into effect in a gradual 
manner. In initiating such a tax the objective for the time 
being should be merely to transfer the burden from improve- 
ments to the economic rent so that the total tax would not be 
greater than the existing real estate tax, even though all of 
the economic rent might not for a considerable time be ab- 
sorbed in the proceess. Such a gradual transfer would not 
entail any more readjustment in the individual’s financial 
affairs than is constantly taking place under our various forms 
of taxation and regulation of productive private enterprise. 

There are, of course, practical problems such as present 
constitutional obstacles existing in at least some states. But 
constitutions have been amended when public sentiment 
regarded changes as being in the interest of the public welfare. 
Great productive enterprises were in fact destroyed or re- 
quired to undergo costly readjustment as a result of one 
amendment (later repealed) to the Federal Constitution. 
The problem is one of securing wide recognition of the fact 
that the speculator in land, who as such performs no economic 
service or contributes no economic good, is the only type of 
investor who would be called upon to make a readjustment. 
To the extent that his investment is in improvements on or 
in the land, and to the extent that he pays taxes from other 
sources of revenue, even he would gain. 


What about the “Made” Land Question? 


ALSO, BEFORE LEAVING this phase of the discussion, someone 
will have thought of those cases where land is ‘“‘made” through 
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dredging or similar operations. It is only necessary to reiter- 
ate that the site to which earth is transported is quite a differ- 
ent thing from the mass of soil itself, which in such cases 
should be treated as capital in the same manner as the build- 
ing which may later be placed upon it. No violence is done 
to the principle involved if those responsible for moving the 
soil are allowed to retain the increase in site value attributed 
solely to their investment. But this is quite a different matter 
from their retention of a claim to all future increases in the 
site value. If the increase in site value accruing because of the 
development is not estimated to yield, to those undertaking it, 
a return comparable with what they could expect in alterna- 
tive uses of their investment they, of course, would choose 
the alternative. If the development is held to be essential to 
the public welfare, but if private enterprise cannot afford to 
take the risk on the basis of the return indicated above, it 
would appear that instead of granting a permanent claim to 
the economic rent, the governmental unit involved should 
guarantee a minimum return, sufficient in view of competitive 
conditions to justify private investment in the enterprise, or, 
if no bids were received on that basis, conduct the operation 
as a public works program. Such a procedure would, of 
course, be in complete accord with all the principles we hold 
vital to the continuance of our competitive price system. 
The present physical productivity of the soil may, of course, 
be attributed in part to the owner’s past efforts as well as to 
its inherent qualities. Furthermore, site value is in part 
determined by the natural advantages the land possesses, as 
well as by economic forces. Economic rent is paid because of 
the particular capabilities land possesses, and since these cap- 
abilities may in part be the result of the owner’s contribution 
to maintaining the physical productivity of the soil, it may be 
argued that the site value tax would impose an unjust penalty. 
This argument is even more applicable to the general property 
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tax which penalizes the owner for both soil and all structural 
improvements. What is needed, as will be developed later, is 
a method whereby the owner’s contribution to physical pro- 
ductivity of the soil may be measured so that both it and other, 
improvements may be freed from the burden of taxation, and 
the latter transferred to site values which are non-repro- 
ducible and are, therefore, the product of community 
development. 

In concluding this section of the paper, one should em- 
phasize that a rational view of the subject does not hold that 
those who gain from increases in site value are to be held in ill- 
repute. Such a view would require condemnation of nearly 
all real estate owners at one time or another. The point is 
simply that site values, rural as well as urban, which by a gen- 
eral speculative interest are made excessive in relation to a 
normal concept of the value of produced goods, contribute to 
over-indebtedness, foreclosures, insecurity of tenure, bad 
land use and, in general, constitute a “bottleneck” to business 
in much the same manner as do excessive or unwarranted 
marketing costs which increase prices to consumers and tend 
to become “frozen” in our economy. Should we not try to 
free our economy of such restraints by placing the tax burden, 
in so far as possible, on publicly created site values where it 
cannot be shifted and pyramided, rather than by saddling our- 
selves with more and more restrictions to business and trade 
such as general sales taxes, higher general property taxes, or 
before we resort to excessive income taxes? 


Separation of Site Value from Total Value of the Real Estate 


ASIDE FROM SITE VALUE (including natural inherent cap- 
abilities), there are two types of improvements which con- 
tribute to the total value of the real estate. First, those that 
have no reference to the productivity of the soil itself, such as 
structures of all kinds; and second, those that maintain or in- 
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crease the physical productivity of the soil, or that tend to 
retard declines in productivity in much the same manner as 
painting retards the depreciation of a building. The first of 
these types of improvements is associated with both urban and 
rural lands, while the second, of course, applies more partic- 
ularly to rural lands. 

* The whole question of appraisal involves the use of judg- 
ment based on all available facts. This applies, whether the 
appraisal involves the whole property such as the house and 
the city lot on which it stands, or whether it involves the house 
as a thing separate from the site. The fact that the value 
of either is not capable of estimation, with the same degree 
of scientific accuracy, as is the measurement of physical 
quantities, does not alter the case. Such appraisals must and 
do take place every day in the minds of both professional ap- 
praisers and laymen, and they take place both in rural and 
urban areas. Judgments can be and constantly are being ren- 
dered as to the value of structures apart from the sites they 
occupy. Particularly, in urban situations, well defined 
procedures and guides have been established. 

In rural situations, the rule “value to the farm” is gen- 
erally accepted as the measure of improvement values. For 
example, in certain situations buildings of certain kinds add 
materially to the value of the farm and observation of sale 
prices and rent differentials gives a clue to about how much 
value they add. In communities that are overbuilt, farms 
sell or rent for as much without buildings as they do with 
them. Where this situation exists with respect to an indi- 
vidual property only a salvage value would be assigned to the 
buildings. In appraising over-improved farms a measure of 
bare land values may be obtained through the capitalization 
process by including in the deductions from gross rent an 
amount which would cover the annual cost of maintaining a 
prudent investment in improvements. 
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Measurement of Land Improvements 


APPLICATION OF THE SITE value tax to farm land without 
allowing some compensation for improvements made in the 
productivity of the soil, of course, would be unjust. It will 
be recognized at once, however, that the same criticism ap- 
plies with greater force to the general property tax, under 
which valuations for tax purposes are raised as the farmer 
constructs new buildings, improves old ones, or builds up the 
land. Since, however, the whole aim of the site value tax is 
to lighten the restraints on individual initiative and place the 
burden so far as possible on values created solely by the com- 
munity, a means must be found to measure the individual’s 
contribution to improvements in as well as on the land. In 
some countries, notably England, tenants are reimbursed by 
the landlord for'that portion of the cost of improvements 
added by the former which remain unused when he leaves the 
farm. While use of this simple principle would represent 
a net contribution in connection with the application of the 
site value tax, it lacks much of perfection, since it is difficult 
to assign a cost to many things which increase soil productiv- 
ity. In many instances the value of increases in soil produc- 
tivity bear no definite relation to their cost, and the reim- 
bursement should be based upon conservation effects rather 
than on outlays. | 

There are not now, nor are there likely to be, methods 
developed which will insure precise measurement of soil pro- 
ductivity changes. Such methods as are developed, will likely 
have only local application. Under corn belt conditions, 
however, soil technicians’ have developed techniques to mea- 
sure the annual effects of different land uses and practices on 
total nitrogen content. These effects both as to crop re- 
moval (or addition) and erosion have been calculated for 


; ®R. M. Salter, R. D. Lewis, and J. A. Slipher, “Our Heritage—the Soil,” Ohio Agr. 
Ext. Service Bulletin 175, April, 1936. 
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different degrees and lengths of slope.” Under certain condi- 
tions at least, total nitrogen content is a good measure of 
physical productivity." In certain areas of the corn belt, 
total nitrogen content and depth of surface soil are not only 
good measures of physical productivity but in addition both 
are closely related to land value.’**** Other measures will need 
to be developed for areas where changes in total nitrogen con- 
tent do not correspond to changes in physical productivity. 

Table 1 shows the net result of application of the technique 
cited to a particular farm in order to compare the normal an- 
nual effect of two systems on physical productivity of the 
farm. 


TaBLe 1.—Annual productivity changes of farm under two systems'4 


Original system Revised system 


Percentage Percentage 
Net productivity change 0.00 


It should be noted that this measure indicates the degree of 
conservation for the farm as a complete unit, in which respect 
it satisfies an important criterion of land use adjustment 
policies mentioned earlier. 

It is not the purpose of this paper to discuss further the 
problems involved in developing appropriate methods of 
measuring conservation effects of different land use systems 
and practices, or to discuss the details by which the data in 
Table 1 were derived. It is sufficient to the present purpose 
to cite some of the work that has been done along this line, 
and perhaps to stimulate consideration of valuable contribu- 


10 A, W. Klemme and O. T. Coleman, “Evaluating Annual Changes in Soil Produc- 
tivity,”” Missouri Agr. Exp. Sta. Bulletin 405, June, 1939. 

11 A. W. Klemme and O. T. Coleman, op. cit. 

12C, H. Hammar, “Factors Affecting Farm Real Estate Values in Missouri,” Missouri 
Agr. Exp. Sta. Bulletin 229. 

13 W. G. Murray, A. J. Englehorn, and R. A. Griffin, “Yield Tests and Land Valua- 
tion,” Iowa Agr. Exp. Sta. Research Bull. 252, March, 1939. 

14D. B. Ibach, “Role of Soil Depletion in Land Valuation,” Journal of Farm Eco- 
nomics, May, 1940. 
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tions which soil technicians and agricultural economists may 
well make through joining efforts in well planned projects 
having specific and practical objectives concerned with prob- 
lems of land use. 


Varying the Tax Rate with Annual Changes in Conservation Effects 


IT HAS BEEN pointed out that separate valuations of land, and 
structures thereon, would be required so that the term “land 
value” refers only to the bareland. An approach to the prob- 
lem would be to establish a variable tax rate to apply to the 
bare land value, the rate being lower with the accomplish- 
ment of increasing degrees of conservation as measured by use 
of the technique cited. Thus due consideration is given to the 
effect of fertilizer, terracing, contouring, and to various crop 
and livestock systems and practices resulting from actual cash 
expenditures or from superior management. 

In Table 2, the bare land value of the farm is assumed to be 
$60.00 per acre. The table illustrates different selected tax 
rates, and yields which would be secured if these rates were 
varied as indicated, according to the change in physical pro- 
ductivity which would normally be associated with the past 
year’s land use and practices when the latter are measured 
by use of techniques previously cited. 


TABLE 2.—Varying tax rates and yields with bare land value at $60 per acre 


Annual change Tax rate Tax yield 
in physical per $100 bare 
productivity land value Per acre Per 9 ase 
Percent Dollars Dollars Dollars 
0.00 0.66 0.40 64.00 
— 1.00 0.83 0.50 80.00 


— 2.00 1.50 0.90 144.00 


Relative rates for different degrees of conservation would 
be determined by conservation costs or revenue needs. Where 
the additional costs of conservation, or the present gains re- 
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sulting from exploitation, are slight, only a small differential 
in the rate would be required to induce more desirable land 
use. 

It may be pointed out that in many cases the owner who is 
least able to pay taxes, will, because of his economic position, 
be forced to exploit the land and thus face a heavier tax 
burden than his more fortunate neighbors. It was mentioned 
earlier, however, that present income need not always suffer 
through adoption of conservation system and practices. This 
is particularly true on the less productive lands where erosion 
promoting systems will no longer yield incomes comparable 
to those that can be obtained through adoption of conserva- 
tion methods. It is on such lands that the human aspects 
of conservation are most pressing. 

There are two mitigating forces which could be brought 
to bear on those situations where the differential tax principle 
might at the outset work a hardship on those least able to pay 
taxes. Where the conservation problem can be solved by 
changes which require no net additional costs, the services 
available through the Soil Conservation Service, working with 
the Agricultural Extension Service and the Colleges of Agri- 
culture, can contribute much. In these instances it is largely 
a matter of education, plus actual services made available to 
farmers who need guidance. A type of credit could be 
developed to handle those cases where initial cash outlays 
cannot be met by farmers, provided of course it can be shown 
that the conservation measures will pay out within a reason- 
able period.** Operators of fertile but highly erodible soils 
would be benefited by this approach unless they could finance 
the conservation costs themselves. The public has an interest 
in stopping serious losses occurring on such soils, and even 
though net incomes might be slightly lower for a few years 


15 R. M. Green, “Farm Credit and Soil Conservation,” United States Department of 
Agriculture Yearbook 1938, pp. 271-274; also David L. Wickens, “Mortgage Financing 
as an Aid to Soil Conservation and Farm Ownership,” ibid., pp. 274-278. 
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than under exploitative farming, owners themselves would 
sooner or later be in stronger position than if serious erosion 
continues. Thus, the differential tax principle, properly 
coordinated with credit policies, need not work a hardship on 
those who are in a weak financial position. 

Because it has been our national habit to think of soil re- 
sources as being inexhaustible, the owner, particularly if he 
is not close to the land, needs to be reminded of the physical 
depreciation so inimical to his own interest as well as to that 
of the general public. A differential tax on the bare land 
value, linked with a measure of soil conservation applying 
to the entire farm unit, should be an effective method. It 
would tend to secure soil conservation in its highest sense and 
would not require direct payments from the Federal Treasury 
in return for specific practices adopted. 


Use of Site Value vs. Real Estate Tax in Application of the Plan 


WHERE CONSTITUTIONAL LIMITATIONS or general inertia 
stand in the way of use of the site value tax, it is suggested that 
the differential principle, in conjunction with any feasible 
measure of annual changes in conservation effects, could be 
adapted to the existing general property tax. The question 
would then arise, why allow a differential which would favor 
the development of improvement in land unless at the same 
time it is also allowed to operate in favor of the owner who 
contributes other improvements such as buildings, etc.? This 
question serves to emphasize the whole point of the discussion. 
[Improvements contributed by the individual, whether they 
are placed on or in land, are subject to entirely different prin- 
ciples of valuation than is the case of sites which draw their 
value solely as a result of action of the entire community as a 
whole. This fundamental distinction has never been suc- 
cessfully ignored by those who attempt to rationalize land 
space into the same category with produced goods simply 
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because the elements of capital residing within it are less 
easily measured than is the case with structural improvements. 
If public finance and conservation policies can be made to 
harmonize in encouraging the development of capital in land 
(and certainly public funds are being expended for that 
purpose) it would seem that a tax differential approach to 


further that end should not at the same time penalize the - 


development of other capital with which the user of land must 
work. 

It is not, of course, assumed that all needed revenue could 
be secured by a tax on site values alone, but it was recognized 
even by one who maintained that rent became interest by 
merely stating it as a percentage of the value of its source, that 
nevertheless “public revenues should be derived as far as pos- 
sible . . . from income not due to individual effort in the 
production of social service.”** A tax on site values should be 


adopted as an integral part of a rational tax system which 


would also include reasonable inheritance and income taxes 
before resorting to use of those taxes which directly or indi- 
rectly, through their effect on the price structure, bear heavily 
on free competitive enterprise. 

Because of widespread popular misunderstanding, too much 
emphasis cannot be made of the fact that as the tax is shifted 
to site values it would be correspondingly removed from farm 
(or urban) improvements and various forms of personal 
property essential to farm operations. Its application would; 
therefore, in no way discourage absentee ownership of land 
except as such ownership results from desire to secure a gain 
which is attributable solely to social forces. The absentee 
owner, as well as the resident owner, would secure a higher 
return from his contribution to the farm business than is the 
case under the general property tax. This has long been 
recognized with respect to returns from visible improvements. 

16 H. J. Davenport, “Economics of Enterprise,” Macmillan, New York, 1913, p. 527. 
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Techniques similar to the one cited in this paper should pave 
the way for its recognition with respect to improvements 
made in the land itself. 


Effect of the Plan on the Amount of Revenue 


CHANGING REVENUE NEEDS might require, from time to time, 
alterations in the differential allowed as related to differences 
in annual changes in the physical productivity. The same 
can be said for the base rate per $100 bare land value within 
each tax jurisdiction. It would always be possible, however, 
to permit a differential sufficiently great to be of substantial 
effect in inducing better land use. The farmer would rather 
spend more for soil maintenance, although this would by no 
means always be necessary, if he could effect only a corre- 
sponding saving in his taxes because his total outlay would be 
the same, but in the one case he would be improving his soil. 
In this connection, decline in physical productivity of the 
soil in many rural areas has been so great that corresponding 
losses in farm income have resulted in almost a total disap- 
pearance of local sources of revenue. 


Possibility of Administration 


THE PROBLEMS OF ADMINISTRATION would involve primarily 
arriving at the change in physical productivity which would 
normally result from the past year’s land use and practices 
with respect to each ownership tract, and determining the 
differential in the tax rate to recompense the different annual 
rates of productivity change. Soil technicians could be em- 
ployed to direct the work involved in the first of these two 
problems. The second problem is a matter that could be 
handled by local tax officials with the guidance of an ade- 
quately trained personnel in the employ of the state tax com- 
mission or some corresponding body. Assessments would be 
limited to bare land values, which in many cases could be 
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arrived at for this purpose by capitalization of the net rent 
determined to be applicable to each farm, after deducting 
from such rent the normal upkeep charges required by a 
prudent investment in structural improvements for the dif- 
ferent types and sizes of farms. In this connection much 
farm management data could be utilized in the assessment 
process. It is believed that such a process of assessments, 
while relying on judgments and certain approximate deter- 
minations, would have a much more scientific basis than is the 
case for most of the existing rural assessment procedures. It 
is not necessary to wait for perfection before adopting new 
methods. It is only necessary to show that such new methods 
would represent a net improvement. 

On the whole, administration of the plan should be feasible 
where a technique for measuring annual changes in physical 
productivity is applicable and, of course, where existing con- 
stitutional limitations do not stand in the way. In view of its 
contribution in the matter of rural assessments, together with 
its effects on the conservation of land, cost of the plan should 
not be excessive. In fact, it should be a relatively low cost 
method of inducing farmers to adopt the conservation 
measures being promoted by the various colleges, the Soil 
Conservation Service, and the Agricultural Adjustment 
Administration. The program involving benefit payments 
administered by the latter agency would then become strictly 
one of production and price adjustment, a change which 
would be desirable since, as pointed out earlier, reduction in 
the physical or economic output of land does not by any means 
necessarily go hand in hand with conservation of land. 
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The Bases of Social Instability in 
Venezuela* 


By RaYyMOND E. Crist 


THE INFLUENCE OF GEOGRAPHY on politics was seen clearly 
at the Havana Conference where the most cooperative of the 
Latin-American countries were those of tropical America, 
whose products are not competitive with those of the United 
States. The non-tropical countries fear—and perhaps with 
justice—the new Good Neighbor policy, because of the 
United States’ proposal, now ostensibly abandoned, for a 
hemispheric cartel system. Argentine corn and beef have 
had as their natural outlet industrial Europe. Where will 
they go in a closed New World economy? 

The United States taxpayer may be willing enough to pay 
for the ploughing-under of corn and cotton at home but 
might not be so keen on buying shiploads of Argentine or 
Chilean produce for the sole purpose of presenting a Boston 
Tea Party in modern dress. But even Latin-American coun- 
tries whose agricultural products do not compete directly 
with those of the United States must also solve grave problems 
before they can ever hope to be significant in the New World 
family of nations. 

Venezuela seems to present more problems and contradic- 
tions per square mile than most of the other Latin-American 
republics. For a very tiny minority of its people, perhaps 
10,000 families in all, this country is the kind of El Dorado 
the Spaniards dreamed about but rarely found. For the rest 
of the population it is, at best, a land of poverty; more often, 
extreme want grades down to actual starvation. It is appar- 


* The field and library work on which this article is based was made possible by 
grants from the John Simon Guggenheim Foundation and the Graduate Research Board 
of the University of Illinois. 

37 


38 The American Journal of Economics and Sociology 


ent even to the most casual traveler that there is a tremendous 
gulf between the fabulous wealth of some of the people and 
the most abject poverty that is the lot of the many. And 
one cannot but wonder why. 

Geography, psychology, history, and economics all have 
been delicately interwoven to produce the complicated pat- 
tern of Venezuelan life. The country is huge—larger and 
more fertile by far than Texas. The great grass plains (the 
Llanos) of the Orinoco are separated from the tropical rain- 
forests around shallow Lake Maracaibo by a mountain chain 
with peaks 15,000 feet high. The country has climatic re- 
gions ranging from dense rainforests to tropical deserts, from 
areas scorched by a tropical sun to those where the people 
must wear heavy woolen clothes to keep from freezing. Yet 
with all this wealth and variety of climatic regions there are 
only a scant 3.5 million persons in a country that should be 
able to support at a very high standard of living from 15 to 
20 millions. 

Certain Venezuelan problems rise directly from social and 
psychological mores common to most Latin countries. For 
centuries all manual labor was performed by slaves or serfs, 
so that gradually, in the folk consciousness, work with the 
hands became tabu, something to be avoided as degrading at 
all costs. A chauffeur, for instance, could not think of help- 
ing a crippled porter with an extra-heavy suit case because 
such work is unbecoming to one of his social position. No 
man will walk if he can ride a burro, even if he could walk 
twice as fast and be much more comfortable. There seems 
to be a prejudice against physical exertion of almost any kind. 
Most Latins shun even a pleasant stroll into a gorgeous coun- 
tryside, and picnicking is out of the question. Even the most 
beautiful and the most accessible parks practically always are 
deserted. Furthermore, society is well stratified. 
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Venezuela, like the other Spanish conquests, was divided 
up into huge manorial holdings by the Conquistadores, and 
most of the simple Indians became serfs on these great landed 
estates. Those who were not bound to the haciendas became 
either semi-nomadic agriculturalists on free lands or squat- 
ters on neglected estates. The manorial system still weighs 
heavily upon the country. Land is a kind of family heir- 
loom. If the income from an estate enables the owner to live 
in Caracas or some regional capital in the style to which his 
family has been accustomed, he gives no thought to the prob- 
lem of improving the productivity of the soil or raising the 
standard of living of the farm worker. But even when 
changing conditions demand new methods, accumulated in- 
ertia is too great to overcome. Land concentration acts as a 
“dead hand,” inducing social and economic stagnation. Hun- 
dreds of thousands of people are half-starved in the midst of 
great production potentialities. For centuries this placid 
manorial calm was broken only occasionally by a sporadic 
revolution that did nothing to disturb the status quo, even if 
“successful.” The “outs” simply stepped into the shoes of 
the ousted and all was serene again. 

But suddenly the subsoil of Venezuela was found in many 
places to be saturated with petroleum and the oil companies 
were quick to stake out great private holdings. They gave 
steady work to the half-starved subsistence farmers and float- 
ing hacienda workers, and they paid much higher wages than 
the landowners. Then began a large-scale migration from 
the conucos, or subsistence plots, and the haciendas, to the oil 
fields and to the big cities. Wages increased, and help was 
hard to get. Prosperity and the dependence upon imported 
food increased at equal tempo. The owners of coffee and 
cacao haciendas could no longer export without state subven- 
tions, which the flood of gold into the country made possible. 
But the general standard of living remained much the same. 
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One has only to visit the squalid, malodorous hovels in the 
country to understand why the people want to leave. The 
little thatch-roofed hut has walls of wattle-and-daub and a 
tamped-earth floor. The cooking is done on the floor, in one 
corner. Wood smoke fills the house most of the time, since 
there isno chimney. Frequently there is not one stick of fur- 
niture. The family sleeps in some dirty hammocks, or hud- 
dled together on the floor on dried, untanned cowhides. 
Cooking utensils are tew; the only “store-bought” article 
may be a large iron or earthen pot. Gourds and old tin cans, 
carefully treasured, make up the rest of the kitchen equip- 
ment. Rudimentary ideas of sanitation have never been heard 
of; drinking water is never boiled; privies are unknown. 
Sickness is rampant and the rate of infant mortality shock- 
ingly high. In such filth it is remarkable that human beings 
can live at all. 

Small wonder that these people hate the country and at 
the first opportunity leave for the oil fields or towns, where 
conditions are indeed bad—85% of the workers’ children in 
Caracas are undernourished—but better than they are in the 
country. The government cannot stop this rural exodus ex- 
cept by measures more repressive than those that regulated 
the movement of serfs on manorial holdings during the Mid- 
dle Ages. How important is the solution of the problem pre- 
sented by the subsistence farmer is shown by the conclusion 
of the federal sub-commission which investigated the flight 
from the farm; “‘As long as the campesino is not offered a 
reasonable standard of living on the land, all measures to pre- 
vent the migration to the cities will fail. The personal con- 
veniences and well-being within reach of the man in the city 
will mean more to him than the sentimental and patriotic 
reasons with which he may be urged to remain in his present 
miserable condition.” 


The Bases of Social Instability in Venezuela. 41 


The life of the farmer who grows a cash crop is not an easy 
one, either. Take the case of the cotton growers of the State 
of Portuguesa, who for the most part cultivate some three or 
four acres of land. They do not have even the mobility of 
the conuqueros, or subsistence farmers. They do not work 
for themselves, but for the storekeeper who tides them over 
the slack season, at a high rate of interest to be sure, and for 
the owner of the cotton gin to whom the raw cotton is usu- 
ally sold. For every acre cultivated the average return to the 
farmer is about 60 cents a month. 

But the owners of the cotton gins make money. In one 
district of Portuguesa 12,000 quintals of cotton are ginned 
each year by two gins, each of which, on the average, nets its 
owner, annually, five times its original cost. Growers can- 
not avoid this robbery by having their cotton ginned in an- 
other state because of state taxes of two Bolivares a kilo on 
all unginned cotton crossing the state line. Cultivators of 
small plots of cane are at the mercy of the sugar mill owner, 
and the grower of coffee is at the mercy of the owner of the 
huller. 

These handicaps to progress are neither physical nor tech- 
nological, but social, imposed by selfish human beings bent 
upon exploiting their economically weaker fellows. As long 
as such conditions continue to exist, it will do little good for 
the orators of the country’s Department of Agriculture to 
broadcast about the idyllic virtues of rural life to the farmers 
of Venezuela. 

Flour, imported in large amounts, hurdles a tariff wall 
which increases its value 260%. The state, mercantilist of 
the new school, has usurped the place of Spain, but it is 
doubtful if the general standard of living is much higher 
than during colonial times. Yet the Great Wall of Vene- 
zuela was not designed to stimulate wheat production, which 
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now covers some 15% of the demand. If the duty were low- 
ered the savings effected would in all probability not be 
passed on to the consumer—this was the case with every one 
of the 167 articles affected by the reciprocal trade agree- 
ment, as was found in a detailed private survey—but would 
be pocketed by those who are profiting most at present, the 
importers and retailers. 

Potatoes, too, are imported in huge quantities, although the 
country could most certainly produce enough for the home 
market were it not for the usual social and economic bars to 
progress: the manorial system which makes unavailable for 
use much good cultivable land; the lack of a credit system 
which would facilitate both short and long term loans to 
farmers; ignorance and conservatism. Most farmers are 
bound by tradition, and the Venezuelan is no exception. It 
is hard for him to see the advantage of using fertilizer or of 
trying anything new in the selection of seeds. 

Nor do the importers want to see their lucrative business 
destroyed. They complain that the government is importing 
diseased potatoes, and that in selling potatoes from the gov- 
ernment-sponsored colonies direct to the stores it is interfer- 
ing with private initiative. When the government did try 
to help increase the per acre yield by importing and distribut- 
ing selected seed potatoes to cultivators, in amounts which 
varied as the size of the farm or /acienda, many big land- 
holders shamelessly sold their allotment in the Caracas market. 

Almost nothing is done industrially in those fields in which 
the country, with greatest chance of success, could attempt 
to achieve self-sufficiency. Certainly in a cattle country the 
leather industry might flourish, yet most of the hides (cow, 
goat, alligator, and deer) are exported as raw materials and 
imported as manufactured goods at much higher prices. Yet 
at least 200,000 kgs. of leather goods could be used at home 
each year, regularly. If at least enough hides were tanned in 
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the country for the domestic market, it would mean the be- 
ginning of an industry that would absorb some of the surplus 
rural population. A stock company with part state and part 
private funds could be organized to run the national leather 
and shoe business. Once the Venezuelan could buy a good 
cheap shoe he would soon discontinue wearing the alpargata, 
or native sandal, one of the poorest excuses for a foot protec- 
tor ever made. 

High taxes on idle money resting in strong boxes and ef- 
fective laws against the emigration of capital would do a lot 
toward pumping life-blood into national industries, as has 
been proved in the recent history of Mexico, Chile, Argen- 
tina, and Brazil. Ina short time wealthy Venezuelans would 
give up the idea that the only chic investment for idle money 
is in town houses. 

In some quarters it is complained that the oil companies 
are sucking the life-blood out of the country, but this is cer- 
tainly an overstatement. The companies are merely tapping 
a great natural resource to produce wealth, which the Vene- 
zuelans look upon as income, instead of regarding it as capital 
that could be used in the creation of new wealth. In the same 
way Spain spent the gold from the New World to import 
foreign luxuries, instead of using it to start industries of her 
own. If the oil companies pull out of Venezuela that may 
prove to be a black day for the country. From then on even 
the possibility of capital accumulation on a large scale will 
be remote. 

A country cannot long exist without food, either home- 
grown or imported. If present trends continue Venezuela 
will ultimately be just a few oil fields, three or four large 
cities, and between them a vacuum, a veritable desert. If 
there is no market for the oil the economy of the country will 
collapse like a house of cards. The few rich will still be able 
to eat imported food, but the unemployed will face starva- 
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tion, and the lowly subsistence farmer will have neighbors in 
droves. Contradictions in other phases of Venezuelan life 
could be pointed out, but perhaps enough has been said to 
show that this country without a middle class is socially and 
economically very unstable. El Dorado a la Venezolana is 
merely a gold leaf facade behind which thousands of people 
vegetate in misery. 

The United States is feverishly trying, amidst a world at 
war, to create solidarity in the New World; under the cir- 
cumstances there is every reason why it should press the 
effort. But there is weighty reason also why realities should 
be faced. A country as definitely unstable as the Venezuela 
of 1941 cannot but be a weak unit in a united front of New 
World nations. New World solidarity would be headed for 
a cropper if Venezuela became a link in the chain of Western 
Hemisphere nations. The tensile strength of its gold-foil 
show of prosperity is practically nil. 

Caracas, Venezuela. 
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Wages and Trades Unions 


By FRaNZ OPPENHEIMER 
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I. 


Diagnosis of the crisis 


THE TRADE UNIONS claim that they exist solely for the purpose of raising 
labor’s wages and uplifting thereby the entire social standard of the labor- 
ing class. This, it appears, sets two different problems: First: Is the goal 
to be approved? Second: Can it be attained by the methods employed by 
the unions? 

The answer that the science of political economy has to give is Yes! to 
the first, and No! to the second inquiry. 

The unions, in the name of fairness, justice and humanity, demand 
“decent” wages for the laboring class. There is only one objection: that 
they are much too modest. Not in the name of fairness, justice and 
humanity, but in the name of sober, coldly calculating political economy, 
much more must be demanded. 

It must be understood that capitalism is an essentially impossible order. 
Capitalism means mass-production, which presupposes mass-consumption, 
because one cannot, in the long run, produce what cannot be sold without 
a loss. Just this is what is wrong with capitalism. This is the trait by 
which alone capitalism is different from all precedent historical periods. 

As with all historical social orders, capitalism is dominated by a small 
minority of nonworkers who, enjoying the monopoly of almost all avail- 
able instruments of labor, are entitled to claim an important portion of the 
social produce. This means that all gainful workers, taken together—not 
only the laborers in the narrow sense of the word, but also the independent 
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producers in agriculture, industry, trade and banking, and the independent 
professional men and artisans—cannot take from the market, by buying, 
the whole mass of commodities they have brought to the market, by pro- 
ducing. This was not of serious moment, if not from the viewpoint of 
politics, at least from that of economics, as long as there prevailed pre- 
capitalistic production, which was not mass-production. The ruling 
group was willing and able to consume, in the form of costly goods and 
services, the entire share of the social produce falling to it. The equilib- 
rium between production and consumption, the very condition of all 
healthy economy, remained undisturbed. } 

This equilibrium, however, has been hopelessly destroyed since capitalism 
came into being. The small upper class is obviously not capable of taking 
from the market, for personal consumption, the enormous mass of machine- 
produced goods that the gainful workers have not the means to purchase 
for their own consumption. In the first period of capitalism it was pos- 
sible to unload this surplus upon the “world-market,” bringing back, 
besides a small amount of costly luxuries for the upper class, chiefly 
“capital-rights,” as government bonds, shares, mortgages, property titles 
on landed estates, on mines, etc. But the basic disproportion between 
capacity to produce and capacity to purchase was bound to grow from bad 
to worse. The world market shrank in absolute extension and relative 
capacity. Competition compelled the capitalists tirelessly to increase and 
improve their machinery; thus, at the same time, the surplus was increased 
that could not be digested by the home market, and that had to be un- 
loaded on the world market. The latter market, moreover, shrank also in 
absolute extension because the nations, one after the other, equipped them- 
selves with the technical weapons and became competitors after having 
been customers. 

All the evils of our time are but the symptoms of this social disease. 
Some new and dreadful phenomena have added themselves to the well- 
known old ones, pauperism, social crises, political unrest, increasing crimi- 
nalism. These newer symptoms are the clear sign that the disease has 
reached its climax. We speak, first, of the “profitable destruction” of 
masses of useful commodities such as wheat, coffee, cotton, pigs, milch- 
cows, etc., although they are urgently needed by people who are unable 
to purchase them. We speak, further, of unemployed in the millions and 
millions; and finally of “imperialism,” the political expression of the des- 
perate struggle among nations for the monopoly of the shrinking world- 
market, conducted at first by peaceful means, fair and frequently unfair, 
by dumping, bribery, corruption of governments, etc. 
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The result—China is the tragic example—is the destruction of the pur- 
chasing power of the last remaining non-capitalist markets. Armaments 
of unprecedented extent are needed to back the national capital in this 
struggle. This eases the pressure a little. Guns, tanks, airplanes, battle- 
ships, etc., although products of mass-production, do not presuppose the 
purchasing power of a mass of consumers, but rather the limitless or almost 
limitless power of purchase possessed by one single mass-consumer, the 
State. This is another kind of “profitable destruction” to the end of un- 
burdening the market of its overabundance. But it threatens to destroy 
the entire set-up which it is intended to safeguard. It leads, almost ines- 
capably, to war and the new feudalism of a domineering military clique. 

To summarize: the unions are much too modest to demand no more 
than decent wages for no more than the group of wage-workers. Our 
society can recover its equilibrium, and with it its economic well-being, 
only when all gainful workers receive as their reward the undiminished 
equivalent of their productive contribution to the social output. 

More, this present investigation will show that even the modest goal of 
the unions cannot be attained save by covering at least half the way to 
the pretentious goal. And that it never can be reached by the method the 
unions are employing. 


Il. 


Theories of wages 


THE TRADES UNIONS propose to raise wages. To perform this feat they 
ought first to inquire why wages are lower than the level they consider to 
be a fair and useful one. They have never even tried to discover the cause. 
They must be charged with acting, not as physicians of society striving 
to find out the cause of the ill they are going to cure, but as quacks treat- 
ing only its symptoms. 

If they have any rational ideas at all on the subject, these are rather 
vague reminiscences of the so-called ““wage-fund theory,” purporting that 
wages depend upon the ratio between the number of laborers and a part 
of the capital earmarked for paying wages. This doctrine, proposed first 
by Adam Smith and accepted in slightly altered form by Ricardo and 
Marx, had to be abandoned by later economists as completely untenable. 
Even if it were not so miserably exploded, it would not explain that which 
is the precise problem involved here, namely, the low standard of wages. 

Apparently, however, most unionists do not have even this poor modi- 
cum of theoretical foundation. On the contrary, they seem to be moti- 
vated by the very vulgar belief that wages, as the price of the commodity 
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“service,” are determined by the interplay of demand and supply. One 
of the very first lessons the beginner in economic theory has to learn, of 
course, is that this ratio explains the uninteresting oscillations of the price, 
but not the price itself. The problem is just this: Why, on this market 
for services, supply almost always exceeds demand. 

The true doctrine of wages has been expounded by the great American 
economist, Henry George, and has been developed by one of the greatest 
teachers of economics in the United States, Professor John Bates Clark. 

George’s solution is that wages are determined by what, in modern 
terminology, would be called the “marginal independent producer.” He 
writes: 

Evidently, the terms on which one man can hire others to work for 
him, will be fixed by what the men could make by laboring for them- 
selves. 

This, indeed, is evident, as is also the following determination of what 
the men could make by laboring for themselves: 


Competition tends to fix wages at the produce of such labor at the 
point of highest natural productiveness open to it. 


This is the general formula valid for every society regulated by com- 


petition. 

The specific formula for each particular historical society is obtained by 
entering the data concerning the point of highest productiveness which, 
here, is “open to labor.” This depends upon whether the land is freely 
accessible or monopolized and closed against the mass of the people. In 
the first case the income of an independent peasant, owning sufficient land, 
is the wage commanded by a hired man, representing “the full, average 
produce of labor.” In the second case the highest point of natural pro- 
ductiveness open to the man lacking capital is represented by those natural 
products which it was not yet worth while to monopolize, as for example 
the wild berries and the firewood obtainable on woodland, or submarginal 
land too poor or too remote from the markets to be appropriated even for 
speculation. In this case the employer “will have to pay only what the 
labor yields at the lowest point of cultivation.” 

Economic history confirms the theory. Cr, better, this theory is the 
abstraction from historical facts that were the wonder of the eighteenth 
century economists. Adam Smith wrote of the American Colonies at the 
time of the War of Independence: 


Every colonist gets more land than he can possibly cultivate. . 
He is eager, therefore, to collect laborers from every quarter and to pay 
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them the most liberal wages. But these liberal wages, joined to the 
plenty and cheapness of land, soon make these laborers leave him in 
order to become landlords themselves, and to reward with equal liberal- 
ity other laborers who soon leave them for the same reason they left 
their first masters. 

Almost a century later, Karl Marx, the Mohammed of most trades 
unionists, in their Khoran, “Das Kapital,” confirmed the facts and their 
explanation: 

In a free colony, where the land is still unoccupied, and every set- 

tler, therefore, can turn a piece of it into his personal property and 

means of production, without preventing the next settler from doing 

the same, there the laborer becomes either an independent self-working 

peasant or an artisan working for them. 
Here, so we are taught, “are money and machines not capital, because they 
do not yield surplus-value.” The “‘capital-relationship” is not existent 
here; the wage is the full value of the labor performed. 

At that period the American economy was perfectly sound, the equi- 
librium of production and consumption undisturbed. 

Current opinion seems to be that these glorious and happy times are 
irrevocably gone with the passing of the old frontiers. We find this 
pessimistic view expressed, for example, in the valuable inquiry on “The 
Problems of a Changing Population,” by the National Resource Committee 
(1938): 

Practically all of the good land available for agriculture has been 
settled. 

The term “settle” is misleading. It meant originally occupation by 
“settlers,” i.e., self-working peasants, on small or medium-sized holdings. 
The term, however, has been increasingly misused, “with intent to 
deceive,” to mean each and every appropriation of land, thereby giving 
to large landed property the ethical and economical justification which 
small landed property always enjoyed. The large one had been condemned 
by all earlier authorities in moral philosophy, theology and economics. 


Monopoly of the soil 


Wr HAVE CONSULTED thus far two of the fountainheads of economic 
science, theory and history. Presently we are going to consult the third, 
and last, statistics. 

We will prove by official, incontrovertible figures, that the United States 


of America has ceased to be a “free colony” and the “paradise of the work- 
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ing man,” not because the land was “settled,” but because it was, as Adam 
Smith called it, “engrossed”; that is, monopolized, enclosed. 

1. We will show that the supply of available land is much larger than 
would be needed for a multiple of the present agricultural population. 
For this purpose we will divide the arable land of the country by the area 
required by a peasant-owner for independent middle-class existence. 

2. We will show that the available land is appropriated in large estates 
and held by a minority to so large an extent that the majority is excluded 
and, thereby, condemned to poverty and economic dependence. 

3. We will show how this distribution of the nation’s natural treasure 
affects wages and the social standard of the industrial workers up to the 
highest strata of the gainfully employed. 


1. The supply of land; a sum in division 
a. The Dividend 

The Continental United States of America covers (in round figures) 
1,903 million acres. The Report of the Land Planning Committee re- 
cently has classified all “arable land, whether included in farms or not,” 
into four grades as follows: 


Grade Million acres Quality 


I Excellent 
II Good 
Ill Fair 
IV Poor 


To proceed conservatively, we shall leave out of our calculation the 336 
million acres of poor land, taking as our dividend merely the three other 
grades, comprising 658 million acres. Any possible opponent must admit 
that this procedure is extremely conservative, excluding no less than two- 
thirds of the total area. 


b. The Divisor 


All European authorities agree that five hectares or 12.5 acres of “im- 
proved land,” i.e., crop land and plowable pasture, is the average area 
required for independent middle-class existence. It is at the same time 
the area the peasant family can manage without hired help. The extreme 
limits are about five and twenty-five acres. Five are ample where the soil 
is good and close to well-paying markets, especially in western Europe; 
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twenty-five acres suffice where the soil is poor and the location unfavor- 
able, as in Scandinavia and Russia. 

The United States lies in the same zone of latitude as Europe and enjoys 
a similar climate. Alvin Johnson, a lifelong student of agriculture in this 
country, afirms that the same area would be sufficient here as in Europe. 
He writes, regarding certain excellent soils in the South-Atlantic States, 
that “any man could make his living on five acres of this land, a good man 
on ten, a Napoleon on twenty.” In regard to medium lands in the Middle 
West he judges: “Any man could have made a living on forty acres or 
less.” Johnson does not speak here, as we do, of improved land alone, but 
of the total area occupied by a normal farm, comprising besides crop land 
and plowable pasture, poorer pasture, woodland, and what the American 
statistics call “‘other land,” meaning swamps, rocks, water, etc. 

Another proof that the estimate is not too small is the fact that the 
holdings of the share-croppers on the Southern plantations average no more 
than twenty acres. The cropper has to deliver to his landlord half his 
miserable harvest; nonetheless his usually numerous family can exist. 

The average area per farm in Japan is only the fifth part of our average, 
2.5 acres. About half of the peasants are tenants who have to deliver to 
their landlords up to 70 percent of their harvest. A farmer-owner on two 
and a half acres is considered fortunate. In the official census of China 
a peasant owning thirty Mu, or five acres, is registered as “rich.” 

Some European censuses classify the farms according to their share of 
improved land, but in the United States this is done according to their total 
area. Our divisor must take account of this circumstance. 

Farmland was used in the United States in 1929 as follows: 


Area Percent of Percent of 
(in thousands of acres) total area farm areas 


. Crop land 
Harvested ............ 359,242 
Failure 12,706 
Idle and fallow ext 41,287 413,235 


Pasture 
Plowable 
Other pasture 
Woodland in pasture ... 464,000 


Woodland not in pasture .... 64,000 
All other land 45,000 


986,235 
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The improved land of the United States, including crop and plowable 
pasture land, amounts to 522 million acres or 52 percent of the total farm 
area. But, for determining the divisor, it is in the smaller farms alone that 
we are interested. For them the ratio is more favorable: 


Farms by size Crop land Plowable 
(in acres) harvested pasture pasture 


(in thousands of acres) 


Under 3 26 3.5 2.5 
3 to 1,093 194 61 
10 to 5,371 560 212 
20 to 28,202 3,768 1,923 
50 to 47,225 11,133 6,964 
100 to 180,214 85,154 21,296 16,484 
175 to 110,265 51,360 13,230 11,191 
260 to 156,522 72,073 19,086 22,745 
500 to 108,924 39,992 14,036 27,571 
1,000 to 4,999 ory 127,525 24,872 15,908 59,610 
$,000 to 9,999 ..... 35,400 2,026 3,289 25,519 
10,000 and more ... 113,288 1,848 6,654 97,390 


986.772 359,242 109,114 269,672 


The smaller farms up to 49 acres each covered a total of 55 million acres. 
They harvested 35 million acres. Although it is most improbable that 
these small operators left much of their land unharvested or idle, we add, 
again exceedingly conservatively, the average percentage of idle and fallow 
land, 10 percent, to the 35 million acres. Plowable pasture amounted to 
4.5 million acres. The grand total is 43 million acres or 76 percent of 
the total area of 60 millions. Our divisor, therefore, must be increased by 
24 percent to about 16 instead of only 12.5 acres. 


c. The Quotient 

Our sum in division, 658 divided by 16, gives 41. Forty-one million 
families, by a very conservative estimate, could live on one-third of the 
total area of the United States in independent, well-to-do peasant status, 
if the land were apportioned as ethics and economics prescribe. 

The average number of residents on American farms, in 1920, was 4.9, 
in 1930, 4.84 persons. The 41 million families would count about two 
hundred million members. This would be what American statistics clas- 
sify as “farm-population” in contradistinction to “rural non-farm” and 
“urban” population. In 1930 the farm-population represented less than 
one quarter of the total population of the United States; it numbered 30.2 
millions. 
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The greater part of this number is neither independent nor well-to-do, 
but mostly petty cash-tenants, share-croppers and wage-workers, on a pro- 
letarian standard of living. And even a great part of the independent 
owners do not possess enough land or else they are carrying crushing debts. 

Gainful workers in agriculture in 1930 were grouped as follows: 


(In thousands) 


Farmers, owners and tenants wesnts 6,012 
Managers and foremen ....... 67 
Laborers 

Family workers 

Wage-workers eee 2 4,393 


10,474 


According to another estimate the social-economic position of the non- 
laborers was as follows: 


Percent 


Full owners .. aa 46.3 
Part owners 10.4 
Managers 

Cash-tenants 

Other tenants 


The status of the groups has been estimated in percentages of all gainful 
workers in agriculture in 1930: 


Females 


Independent (owners and managers) ... . 17.2 
Dependent: 

Tenants not croppers 19.2 

Croppers ....... 7.4 

Wage workers . 39.2 


65.8 82.8 


100.0 100.0 


The figures show that no less than two-thirds of the male and five-sixths 
of the female farm operators are outside the class of completely indepen- 
dent owners; and that at least the 2.7 million agricultural wage workers 
and an important part of the 2.2 million “other tenants,” especially the 
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miserable share-croppers, belong to the proletariat. These two groups 
together represent almost half the number of all gainful agricultural 
workers. 


2. Distribution of the land 

Not all the members of the remaining half are in better situation. The 
following table shows how many have not land enough for a well-to-do 
existence. The first three classes, up to 19 acres, represent 14.6 percent 


All farms classified by size and area, percentage of number and area 


Percentage 


Number of farms Area 
(thousands) (thousand acres) Meshes 


Size in acres 


61 
1,847 
7,789 

46,252 
98,685 
180,214 
110,265 
156,522 
108,924 
127,525 
to 9,999 ... ° 35,400 
10,000 113,288 


986,772 100.0 


of all farms, but operate only 1.06 percent of the farmland. Adding the 
class up to 49 acres we arrive at 37.5 of the number, operating 5.76 per- 
cent of the area. Adding the next class up to 99 acres, the ratio is 59.4 
to 15.76. In words, almost 60 percent of all farms operate less than 16 
percent of the farmland. 

The farms of over 10,000 acres on the other pole of the social ladder, 
one two-thousandth of the number, possess no less than one-ninth of the 
land. All farms over 1,000 acres, 1.2 percent of the number, possess 27 
percent of the land; adding those over 500 acres we arrive at a ratio of 
3.7 to 39; one-thirtieth of the number owns two-fifths of the land. 

This shows how “practically all of the good land has been settled.” The 
data prove that this “settlement” was brought about by monopolizing the 
land, by virtue of exercise of the “right of the first occupant.” Adam 
Smith, the father of liberal economics, judged that this “right” rests on 
“the most absurd of all suppositions, the supposition that every successive 
generation of men have not an equal right to the earth and to all it pos- 


‘ 
Area 
Under 0.7 0.06 
3 5.0 0.2 
10 8.9 0.8 
20 22.9 4.7 
50 21.9 10.0 
100 21.4 18.2 
| 175 8.3 11.1 
260 7.2 15.8 
500 2.5 11.0 
1,000 1.1 13.0 
5,000 0.09 3.6 
} Over 0.05 11.3 
6,288.0 100.0 
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sesses.” It is the “right” on which the great liberal economist, John 
Stuart Mill, hinted: 
The laws of property have never yet conformed to the principles 

on which the justification of private property rests. They have made 

property of things which never had ought to be property, and absolute 

property where only qualified property ought to exist. 
The pseudo-liberal economists of the present day do not like to be re- 
minded that Adam Smith flatly called large landed property a monopoly, 
and that even Mill demanded nationalization of the land. This topic is 
like “the rope in the hangman’s house” or “the skeleton in the closet.” It 
is a sign of bad manners to mention it. 

But there is no more the time to spare delicate prejudices. This last 
remnant of feudal violence, large, exclusive, landed property, is to be con- 
demned, even though ever so many powerful interests may depend upon it. 
This “right” is utterly wrong, and, as the saying goes: “a hundred thou- 
sand years of wrong do not make even one hour of right.” Henry George 
pointed out: 

Has the first comer to a banquet the right to turn back all the 
chairs and claim that none of the other guests shall partake of the food 
provided, except he makes terms with him? ‘The cases are perfectly 
analogous. 

They are! Not the least doubt can be entertained that an analysis of 
the distribution of the land of this great country proves the existence of 
monopoly. It belongs to that only rarely noticed and still more rarely 
described species of the genus “monopoly” in which several monopolists 
are competing against each other; the present author, therefore, has pro- 
posed to distinguish it as “oligopoly.” The opinion is held widely that a 
monopoly can only take place where one single person has the power of 
disposal over the commodity in question, or where the producers are bound 
by formal agreement not to undersell each other. This opinion is correct 
as long as the commodity can be “produced at will” under competition, 
but is wrong if applied to commodities that cannot be produced at will; 
and land is of the latter kind. 

In contradistinction to other “natural” oligopolies this monopoly of the 
land is a “legal” one and can, as such, be abolished by legal procedure. It 
came into being by some persons possessing the right or usurping the right 
of establishing large landed property, enclosing the whole land, “cultivated 
and uncultivated” (as Adam Smith says), with the result that the major- 
ity was excluded and, practically, enslaved. 
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IV. 
Wages and the law of Goltz 


OuR NEXT PROBLEM is how this monopoly affects wages and the general 
standard of living of the industrial laboring class. 

“Wages” is a rather complicated concept. Henry George, whose mas- 
terly doctrine of wages exhausts the matter, writes: 


There is, of course, no such thing as a common rate of wages, in 
the sense that there is at any given time a common rate of interest. 
Wages which include all returns received from labor, not only vary 
with the different power of individuals, but, as the organization of 
society becomes elaborate, very largely as between occupations. Nev- 
ertheless there is a certain genera! relation between all wages, so that 
we express a clear and well understood idea when we say that wages 
are higher or lower in one time or place than another. 


To elucidate this by some details: what is called wages, is a whole system 
of interdependent layers, graduated according to the relative rarity of che 
qualifications that the specific service requires. Competition tends to keep 
them in what the present author calls their “natural distance,” some per- 
sons deserting the occupations becoming unfavorable, and crowding into 
occupations becoming favorable. This occurs in every case by one sort 
or another of changing the job, either by simple transition from one em- 
ployment to another, or by changing one’s residence, by immigration 
abroad or internal migration from one locality to another. 

The system forms a kind of pyramid; each superior layer comprising 
fewer persons. Its apex is represented by the small number of highly paid 
employes, as, for example, principal managers. The basis is formed by 
the most numerous and most poorly paid group, the immediate victims of 
the monopoly, the agricultural proletariat of wage-workers and poor ten- 
ants, especially share-croppers. 

The wage of every super‘or stratum, mathematically expressed, is a 
“function” of this lowest one. 


It is evident that wages in all strata must depend upon wages in the 
lowest and widest stratum, just as the level of the ocean determines 
the level of its arms and bays and seas. (Henry George) 


It must be realized, further, that even the stratum of agricultural labor- 
ers consists in several superimposed layers, according to the pressure the 
monopoly exerts on them, and the political influence of the monopolists. 
Where it is at its maximum, wages are at their minimum. These mini- 
mum wages of what the present author calls “the marginal coolies in the 
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marginal districts of highest pressure” are the bottom layer of the pyramid. 
The districts can be located inside or outside the country in question. The 
marginal coolies, who tore down wages from the glorious height Adam 
Smith described, came almost exclusively from the large feudal estates of 
Europe; the marginal coolies who, at the present time, hold down wages, 
come from the formerly feudal districts of the slave-States in the South 
of the United States of America. 

Friedrich von der Golz, late professor at Bonn University, in an inquiry 
published in 1893, reported a hitherto-unknown statistical regularity: 

Migration from compared districts is proportionate to their content 
of large, and inversely proportionate to their content of peasant landed 
property. 
Some years later the present author succeeded in deducing the interde- 
pendency, raising thus the mere regularity to the rank of a genuine eco- 
nomic law. This law, as Max Weber said, “holds sway with rare statistical 
stubbornness.” 

The law could be discovered only in Germany, because in no other coun- 
try are the districts of large and peasant property geographically separated 
from each other. The old country of the Germanic tribes between the 
Rhine and Elbe Rivers is prevailingly peasants’ land, whereas the formerly 
Slavic country east of the Elbe and Saale Rivers, conquered and only par- 
tially Germanized since the eleventh century, is the domain of the 
“Junkers,” the owners of large estates of unquestionably feudal origin. 

The present author had tried untiringly to make the German economists 
recognize this new and most important law. In vain! To acknowledge 
it would mean to confess that two kinds of property are in existence, one 
“holy,” the other unholy; one, to quote John Stuart Mill once more, “justi- 
fied by the principles on which private property rests”; the other con- 
demned, according to this same truly liberal thinker, as originated by 
“fraud and violence.” Such a confession would compel those economists 
to recast their system from top to bottom and, thereby, seriously and 
dangerously inconvenience the “‘powers that be.” 

Being a law, this law naturally is valid for the United States as well. In 
“Rural Migration,” a W.P.A. publication, E. C. Lively and Conrad 
Taeuber reported in 1939 that “farm owners showed the greatest degree 
of stability among the farm groups.” Blackwell reports of the South that 
tenants are more mobile than owners; tenants and farm laborers covered 
in this study had lived on an average of 4.6 farms as compared with 2.7 


for small farm owners. It may be mentioned, anyhow, that this compari- 


58 The American Journal of Economics and Sociology 


son is not perfectly fair, statistically speaking, to the owners, because a 
certain number of changes is inescapable in this group alone, even if not 
a single case of voluntary change had occurred. Rodbertus-Jagetzow, in 
a famous inquiry, has stated that no less than 30 percent of all changes 
in ownership are occasioned by inheritance. 


V. 


Internal migration 


Our THEsIs Is that the mass-immigration of proletarians and proletarian- 
ized persons to the industrial centers is the ultimate cause of the low level 
of wages, and, thereby, of that fatal disproportion between the power of 
production and that of purchasing which is at the root of all capitalist 
evils. 

This is easily proved for all European countries. Statistics show every- 
where that the number of jobs for laborers and lower employes in industry 
and its auxiliary branches of trade, transportation, banking, etc., has, from 
period to period, increased much more than can be explained by the 
natural growth of the urban population. Hence the surplus, exerting the 
ruinous pressure on the labor market, must needs have been proletarian 
immigrants from the agrarian districts. 

This movement was crossed, in the United States, by two other momen- 
tous movements, immigration from abroad and internal migration into the 
vast, newly-opened tracts of land west of the Mississippi. The problem 
of internal migration into the industrial centers could not attract the 
attention of American statisticians and economists before the “old fron- 
tiers” had been reached, and “‘all land had been settled”; nor before immi- 
gration from abroad had been sharply limited by law. This took place 
after the first world war. 

Therefore, we must choose the decade 1920 to 1930 for our disquisition. 
It is the first.in which immigration was kept within narrower limits, and 
the last which can be considered normal, as far as a capitalist period can 
be considered “normal” at all. Figures show that in the United States 
also the urban population increased far beyond its own “natural increase” 
by excess of births over deaths. 

The urban population increased by 27 percent, while the total popula- 
tion increased only by 16 percent. Our problem is the explanation of 
this surplus of (expressed in absolute figures) 14.8 million persons in the 
cities. 

In a small part, it is only apparent, “due to changes in classification,” 
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Main groups of American population 1920 and 1930 


Persons 


(in millions) Gain (+) or loss (-) 
(percent) 
1920 1930 
Urban population .............. 54.1 68.9 + 27.0 
Rural population 
Farm population ..... 31.6 30.8 - 37 
Non-farm population . . 20.0 23.0 + 18.0 
51.6 53.8 + $2 


106.0 + 16.0 


123.0 


because certain aggregates were counted as urban in 1930 which were still 
“rural” in 1920. The real increase came about from three different 
causes: immigration from abroad, natural growth, and internal migration 


from the rural districts. 

Foreign immigration during this decade exceeded emigration by 3 mil- 
lion persons. The greater part of these migrants must be accounted to 
the increase of the urban population: 80 percent of the about 13 million 
foreign-born residents of the United States lived in cities. Thereby 2.4 
millions are explained. 

According to an official estimate, “natural increase accounted for only 
45 percent of the reported increase in the urban population.” This ac- 
counts for 6.6 millions. Nine millions are explained. A balance of 5.8 


millions remains to be explained. 
In the “Problems of changing population” it is noted: 


During the decade 1920-30 urban areas absorbed more than 85 
percent of the total increase in population. The remainder was dis- 
tributed through rural non-farm territory, chiefly” that adjacent to 
metropolitan centers. The net movement from farms, involving from 
5Y, to 6 million persons, exceeded the natural increase by more than 


one-third. 

In other words, the rural farms bore the entire brunt of the movement. 
They lost not only their entire natural increase, although this is “‘about 
double that of urban population in percentage,” but also an important 
share of their initial stock. Their total loss was 19.3 percent; the rural 
non-farm population not only retained its natural increase but attracted 
in addition to it a small part of the farm migrants, making its total 
growth from 16 to 18 perecent. The farms lost 6.1 millions, the rural 
non-farm areas gained 0.34 millions; the problem is solved, the remainder 


of 5.8 millions is accounted for. 


& 
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What is the cause, or, since we are concerned with human behaviour, 
what is the motive of this movement? 

Karl Marx attempted to explain it by the supposed “capitalization of 
agriculture.” He realized that the cities grow beyond their own natural 
increase by immigration of agricultural proletarians: “The capitalist proc- 
ess of production now repels, now attracts to a greater extent proletarian 
laborers.” These, naturally, as they cannot come from the fourth dimen- 
sion, must needs come from agriculture. But his explanation was utterly 
erroneous. He maintained that “the capital, in the degree it gets hold of 
agriculture, and according to the degree it gets hold of it,” sets laborers 
free, drives them into the industrial centers. But the agricultural capital 
is perfectly innocent. Intensification of agricultural management notori- 
ously demands many laborers more per area; and migration always was and 
still is strongest from poorly equipped and technically backward districts. 
Nowhere was it so extensive as from unforunate Ireland at the time when 
the wretched petty tenants used no “capital” at all, neither “money-” nor 
“‘machine-capital.” The same is true even for this highly developed coun- 
try in the period of gigantic harvesting combines. Lively and Taeuber, in 
“Rural Migration” expressly point out that “‘an attempt to relate migration 
to the increased use of machinery, by the statistical means available, showed 
very little relationship.” It is not the method of management, but the 
form of ownership that is made responsible under Golz’s law. 

The cause of this enormous movement, that has, within one single 
decade, transplanted more human beings than the “Migration of Peoples” 
in centuries, is simply this: that a great part of the farm population finds 
itself “in a locus of relatively high economic and social pressure” and 
follows the law of minimum resistance by seeking the locus of minimum 
pressure. Even if we did not possess the law of Goltz, we would be sure 
without further investigation that this amazingly large body of migrants 
must, in its overwhelming majority, be composed of victims of the 
monopoly: the proletarian laborers and share-croppers and a part of the 
“other tenants.” 

To detect the motive of the laborers’ flight from the land it suffices to 
compare their wages with those of the industrial wage workers. They 
amounted, on the average, to $34.91 monthly with board with the mini- 
mum, $24.61, in the Southeast, and the maximum, $56.14, in the Far 
West. In the same year, 1930, the wages of laborers of selected indus- 
tries averaged $1,272 per year, those of the salaried employees and wage 
workers of all other industries $1,391, of course without board. Union 
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wages, the grand total of all trades, averaged 99 cents per hour in 1923, 
and $1,204 in 1929. The situation of the share-croppers was no better 
than that of the farm laborers; it will be dealt with in the next chapter. 

Another comparison. The income per capita, not per gainful worker, 
was for the non-farm population of the United States $908. For the farm 
population it was $273, with the minimum, $183, again in the South- 
east and the maximum, $818, in the Far West. 

The non-proletarian cash tenants partake of the plight of the owners 
whose holdings are either too small for a living, or are overburdened by 
debts. They all are victims of the system. 


Debt status of United States farms 
(in percent of all farms in U. S.) 


1890 1900 1910 1920 1930 
Free of mortgage ....., 70.9 66.5 65.6 $2.8 $1.7 
27.8 30.0 33.2 37.2 42.0 
Me 1.3 3.5 1.2 9.9 6.3 


The total mortgage debt increased between 1920 and 1930 from 29.06 
percent of value estimated, to 39 percent, mainly because the value had 
shrunk in an amazing fashion. All farms together had been valued at 
a total of $41 billions in 1910; the somewhat increased number at $78 
billions in 1920. This inflated boom-value shrank to $57 billions in 1930; 
the land alone had lost in value $20 billions. 

The consequence was that owners were turned into tenants to a terrify- 
ing degree, mostly by foreclosure. From 1900 to 1930 the number of 
owners decreased from 55.8 percent of all operators to 46.3 percent. The 
number of part tenants increased from 7.9 to 10.4 percent, that of the 
tenants from 35.3 to 42.4 percent. As late as 1890 the percentage had 
been still 28.4. The number of cash tenants decreased between 1910 and 
1930 from 11.2 to 7.8 percent, whereas the “other tenants” increased from 
25.5 to 34.6 percent. This is a development recalling the worst period of 
ancient history, when the free peasant disappeared just as rapidly. 

All this is the necessary consequence of the basic evil. If the land were 
not monopolized, only soil of especially favored fertility or location would 
have value at all, and this a small one. No one would lend money on land 
without value. The strangling indebtedness is mostly caused by changes 
of ownership, either by inheritance or by purchase. In both cases usually 
only one part of the value is paid out to the co-heirs or the seller; an impor- 
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tant part of the price is covered by a mortgage, which, naturally, is the 
bigger, the larger the farm and the higher the temporary value according 
to the tide of the market. The other cause of dangerous indebtedness is 
speculation in times of prosperity, when the owner undertakes costly 
improvements. Also in this case the “large-property-madness” (Alvin 
Johnson) avenges itself; the mortgage is again incommensurate to the size, 
and (in this case) the fallaciously-inflated value of the farm. When the 
unavoidable hangover follows the intoxication, the farmer is trapped. The 
present author is not the first to maintain that “agricultural management 
has no worse enemy than agrarian property.” Rodbertus-Jagetzow, him- 
self a large-estate owner, knew well why he demanded that landed property 
be treated as a “rent-source” but not as “‘capital.” 


VI. 
Marginal district of highest pressure 


THE DISTRICT OF HIGHEST PRESSURE, from which the marginal coolies 
migrate, is the South, the section of the former slave States. Here is the 
source of the main affluent to this giant river of human beings. The 
area covers only 17 percent of the national soil, but harbors 40 percent 
of the country’s agricultural laborers. 

This population is not only the poorest but also the most fecund of 
this country. Children under five years of age, per 1000 native-born 
women 15 to 40 years of age, were registered as follows: 


1920 1930 


As late as 1930 


the excess of births over deaths in the South was about 15 per 1000, 
which would mean an annual rate of natural increase of 1.5 percent, 
enough to double the southern rural population in forty-five years. 
Looking back to 1885, however, it appears that even with the higher 
rate prevailing in these years, the rural farm dwellers of the South 
increased only slightly. Evidently millions emigrated during the 
generation. 


Census figures indicate that the rural farm-South, in the decade 1920- 


30, exported about a quarter of a million persons each year to the cities: 


Census statistics of birthplace further indicate that 24.1 millions 
of the native-born population of the United States were born in the 


Wages and Trades Unions 63 


rural Southeast, but only 17.5 millions were living in the area of their 
birth. It is evident that over 6.6 millions have moved elsewhere, prob- 
ably some 3.8 millions leaving the section entirely, and 2.5 millions 
moving to southern cities. (Woofter, “Landlord and Tenant in the 
Cotton Plantations,” W.P.A. publication, 1936) 

This population is the poorest of the country, because the distribution 
of ownership of the soil is still worse than the general average, which, 
by the way, is naturally unfavorably affected by the figures referring to 
this section. The following table is a comparison between the ownership 
of farms in twenty counties of Georgia and that of farms in all the United 
States. The figures are not absolutely comparable, but the divergence 
must be very small, since the concepts “owner” and “operator” almost, if 
not completely, coincide in the higher groups of size which alone are of 
interest in this connection: 


Proprietor-operators Area of proprietor-operated 
(as a percentage of farms (as a percentage 
Farms all as rators) of all land in farms) 
(by size) = 

United States Georgia United States | Georgia 
Under 5.7 6.4 0.26 0.5 
10 to 20 8.9 4.3 0.8 0.3 
20 to 50 22.9 14.9 4.7 3.2 
ap. 43.3 46.5 28.2 26.9 
S73 15.5 21.2 26.9 32.4 
$00 to 1,000 .... 2.5 4.5 11.0 16.9 


1,000 and more ... 1.2 2.2 27.9 20.1 


The holdings under 50 acres, comprising all midget, small and medium 
farms, are 37.5 percent of the number and cover 5.8 percent of the total 
farm area of the United States. In Georgia these farms represent only 
25.6 percent of the farms and cover only 3.7 percent of the State’s total 
farm area. At the other end of the scale, all groups of 175 to 1,000 acres 
in the State represent 25.7 percent of the number and cover 49.3 of the 
area, while the general percentages for the country are 18 and 37.9. Only 
the last group of the table gives a picture seemingly favorable to Georgia; 
the general percentages here are determined by the immense stockranches in 
the West South Central and Pacific sections, covering in 52,000 ranches of 
over 1,000 acres each no less than 218 million acres, whereas the South 
Atlantic and the Southeast sections together have only 4,885 farms of 
over 1,000 acres each, covering 9.9 million acres. 

Certain economists, who are still believers in the entirely exploded “law 
of population” of Malthus, attempt to charge “overpopulation” with re- 
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sponsibility for the destitution found in the South. They emphasize the 
undeniable fact that the rural population is settled more densely here than 
in most of the other States: we reported already that 40 percent of the 
total rural farm population of the United Staies exists on only 17 percent 
of the area. Nevertheless the South would be ample for its population if 
only the land were fairly apportioned. 

Total population per square mile in the United States averaged 41.3 
persons, in the South Atlantic States 58.7, in the East South States 55.1, in 
the West South States 28.3. About a third of this population was “urban”; 
about a second third was “rural-non-farm.” No one can maintain that 18 
to 19 persons (not families!) are too many for 640 acres. 

Wages are pitiably low in the South. 

In 1934, the average net income per family of the wage-hands, croppers, 
share tenants and renters on plantations in the eleven areas surveyed by the 
W.P.A. in 1936 was only $309, or $73 per capita. The lowest average 
annual income occurred in the Lower Delta, amounting to $38 per capita, 
or slightly more than ten cents per day; the maximum, in the Arkansas 
River area, reached $92, the highest of any occupational group. This 
remains, as was demonstrated before, far below the general average. 

The situation of agriculture in these regions does scarcely allow higher 
income for wage-workers and petty tenants and share croppers. The basic 
evil is monoculture (money-culture), joined with an amazing lack of in- 
telligent management. This is the plight of every country dominated by 
feudal aristocrats. As Adam Smith puts it: 


That indolence which is the natural effect of the ease and security 
of their situation, senders them too often, not only ignorant, but 
incapable of that application of mind which is necessary. 


The depression following the Civil War apparently has changed nothing, 
at least not in the direction of improvement. Woofter reports: 


The generation after the Civil War grew up with little knowledge 
of farming above the minimum necessary for growing money crops. 
The South, though a section suited by soil and climate to the culture 
of a great variety of food crops, became a heavy purchaser of foods 
from other sections. Though a section of vast areas suited to stock 
production, it became dependent for its mules and dairy products upon 
farmers elsewhere. The tenant, the landlord, the merchant and the 
banker, all conspired, because of short-sighted self-interest, to expand 
the money crop, with the result that the South depleted the fertility 
of vast tracts and allowed them to erode. It became enmeshed in a 


vicious tenant system and dependent upon ruinous credit machinery. 
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The situation of the share-cropper and the petty tenant frequently is 
still more impaired by relentless usury combined with the infamous truck 
system. Woofter notes: 

In a study of 588 croppers on 112 North Carolina farms in 1925 
it was found that no cropper borrowed one single dollar directly from 
banks or public lending agencies. All croppers were furnished farm 
supplies, including fertilizer, either by landlord or by raerchant. 
Eighty-two percent of the croppers received cash advances from the 
farm owner, averaging $109 at a cost of 21 percent in interest; 60 
percent of the croppers received household supplies direct from the 
landlord at an average value of $113 per cropper, costing 53 percent 
in interest. Forty-one percent of the croppers received household sup- 
plies from the merchant on the landlord’s guarantee, averaging $64 
per cropper and costing an average of seventy-one percent in interest. 


The attempt is idle to excuse this outrageous usury by the risk the land- 
lord is undergoing. Calculation has shown that the average loss is only 
§ percent, whereas the average interest agreed upon is 19 percent, which, 
however, is to be paid, no matter when the loan is repaid. As they are 
repaid on the average after six months the net interest is 38 percent. 

Under such circumstances landlord and banker are not especially inter- 
ested in encouraging gardening and dairy farming. The garden is not a 
shared operation, hence the only interest the landlord has in the tenant’s 
garden is the extent to which the production of foodstuffs will reduce the 
amount which he must lend the tenant for subsistence. The landlord is, 
therefore, not always willing to advance money for seed and fertilizer or 
to provide for the use of an animal for a tenant’s garden. Gardens found 
on plantations in this study were usually so poorly tended that the small 
production resulting, in most cases, could hardly be assigned an appreciable 
value in the tenant’s budget. In regard to dairying, the best source of 
income and health for the genuine peasant all over the world—that branch 
of agriculture where the peasant’s superiority over the large operator is 
most striking—we are informed, that in 1934 “only 55 percent of tenants 
had cows, a great proportion not having the knowledge or the energy to 
care for these animals or the money to purchase them.” About 80 per- 
cent keep pigs, with the renters on top with five on the average, whereas 
the croppers keep only three. Eighty percent keep chickens, twenty being 
the average flock. 

The greater part of the population lives on this pitiably low level. The 
following table compares the percentage of independent and dependent 
gainful workers in agriculture and of the undoubtedly proletarian wage- 
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hands and share-croppers in the United States as a whole and in the South. 
It must be kept in mind, however, that the average of the country as a 
whole is depressed deeply by that of the South: 


Male Female 
United States South United States South 
Independent: 
Owners and managers .... 34.2 26.1 17.2 8.7 
Dependent: 
Tenants not croppers .... 19.2 18.3 7.4 9.9 
Croppers and laborers .... 46.6 55.6 76.4 81.4 


100.0 100.0 100.0 100.0 


Nearly 10 percent more of the males and 5 percent more of the females 
are unquestionably proletarians, even when the petty cash tenants and 
renters are left aside; an important part of the latter groups is in no better 
position. 

The South leads also in illiteracy. South Carolina has more than 18 
percent illiterates, 20 years of age and older, Mississippi and Louisiana fol- 
lowing close in line. This refers to the total population; the rural alone 
has a still more disgraceful record, nearly 24 percent of the adults over 
21 years of age and older in Louisiana being illiterate. The record is held 
by the negroes in Alabama: the illiterate include 27 percent of those over 
ten years old. And “obviously a great many of those returned as literate 
were actually unqualified in the essentials of reading and writing.” 

People so wretched anc ignorant and employing such backward tech- 
nique, naturally, have a comparatively low ability to produce. The pro- 
ductivity value per agricultural gainful worker is estimated for the United 
States as a whole at $1,224; for the South at $631: for all other sections 
at $1,626 dollars. The official report speaks of “widespread and chronic 
poverty.” 

Given so small a volume of purchasing power for the rural farm popu- 
lation, industry, naturally, is only feebly developed. Only 52.3 percent 
of the male and 70.4 of the female gainful workers against 74.9 and 71.5 
in the United States as a whole, are non-farm-workers in the South. 


VIL. 


The loci of minor pressure 


WE HAVE BEEN INFORMED already where the loci of minor pressure and, 
therefore, attraction are situated. To repeat the quotation: 
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During the decade 1920-30 urban areas absorbed more than 85 
percent of the total increase in population. The remainder was dis- 
tributed through rural non-farm territory, chiefly that adjacent to 
metropolitan centers. 


To deal first with this last relatively small part of the migrating mass, 
its settlement follows the laws discovered by Johann Heinrich von Thiinen, 
the famous author of the “Isolated State.” The “zones” next to growing 
urban markets attract especially truck gardeners, while all remoter zones 
experience intensification of agriculture, involving an increase mostly of 
the farm- and always of the non-farm population that provides the 
farmers with goods and services. This movement is increased by many 
urban elements settling in the villages for good, or simply for seasonal 
sojourn, and by sanitariums and charitable institutions, schools, etc., seek- 
ing cheap land and a country environment. 

These considerations explain why the only large section that gained con- 
siderably in farm-population is the Pacific, with an increase of 11.7 per- 
cent. Only one other, the West South Central, gained, but this was 
merely a pittance, 1.7 percent. All other sections lost, up to 10.1 percent 
(the Mid-Atlantic). The same considerations explain why the rural non- 
farm population increased by more than 20 percent in only three of the 
sections: New England with 35.5, the South Atlantic with 29.6, and the 
Pacific with 40.4 percent. The enormous development of New York and 
its surrounding area in the first case, of Florida and California, especially 
Los Angeles, in the others, is reflected in the sharply increasing number of 
persons living by gainful occupation or on income from another source in 
the surrounding villages and suburbs not yet swallowed up by the metropo- 
lises and statistically still registered as independent villages. 

This, therefore, is merely an incidental trait in the grand process of 
urbanization which has swollen the towns and especially the metropolises 
to an unprecedented degree. Antiquity knew cities of a million persons 
like Rome and Byzantium, Ktesiphon and Alexandria. Feudalism had its 
giant cities like Paris or Yeddo (now called Tokyo), each the biggest city 
of her time. However, there was never an agglomeration of human beings 
as in modern London, New York or Chicago; and never a time when the 
great majority of nations consisted in town-dwellers. 

This process is in full swing in the United States. Even the dreadful 
crisis after 1929 could do no more than interrupt it for a short period. 
When millions of jobs in the cities disappeared, the current of internal 
migration, naturally, was bound to be reversed; farm-born workers and 
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others sought a job or at least a shelter on the farms. As early as 1933, 
however, “this migration to farms was sharply reduced, and once more 
there was an important movement from farms.” 

Before the “old frontiers” were reached, the immigration from abroad 
cut an imposing figure beside internal migration. The immigrants pre- 
ferred urban life. In 1920 no less than 75 percent of the foreign-born 
residents of the United States lived in towns, whereas the percentage of 
all town-dwelling residents to the total at this time was only 51. Of the 
3 millions who immigrated between 1920-30, 2.2 millions stuck to the 
towns. In 1910 more than 25 percent of the population was foreign-born 
in 41 of the 93 cities that in 1930 had more than 100,000 residents. As 
late as 1930 11 million foreign-born residents were reported among the 69 
million city-dwellers. 

Sixteen millions more were born “‘elsewhere” in the United States than 
in the State of their residence. Only 42 millions were born in the same 
State, but “a large share of the 42 as well of the majority of the 16 were 
born and reared on farms.” The total internal migration is impressively 


described as follows: 


It is safe to say that, with the exception of a few southern States, 
a large share of the 1930 population of all large cities (ranging from 
30 to 80 percent for the individual cities) was born elsewhere. 


And “one of every four American negroes was living outside his native 
State, and mostly in large cities.” 

To give some interesting details, the States in the Northwest quadrant 
contained more than 3 million persons who were born south of the Mason- 
Dixon line, and nearly 1.5 million persons who were born west of the 
Mississippi. 

In the decade 1920-30 the population of the following cities increased 
by number and by percentage as follows: 


New York by millions 1.210= 23.3 percent 


Chicago 0.675 = 25.0 

Philadelphia “ si 0.127= 7.0 = 
Detroit 0.575= 58.0 
Los Angeles 0.665 =115.0 
Cleveland 0.113= 13.0 


VIII. 
The urban labor market 


THE PROBLEM BEFORE Us is, how does this enormous influx into the urban 
labor market affect the gainful workers, especially the wage-workers? 


I 


1 
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Of the total of 123 million population of the United States in 1930, 
99 millions were over ten years of age. Gainful workers totaled 48.8 
millions, or 39.8 percent of the total population, and 49.5 percent of those 
over ten years old. Thirty-eight millions were male, 10.8 millions were 
female; 61.3 percent of all male aad 17.7 of all female persons were gain- 
fully occupied. Of the persons over ten years old, 76 percent of the 
males, and 22 percent of the females were gainful workers. 

The following table shows the gainful workers, both sexes, by occupa- 


tional groups: 


Gainful workers, ten years old and older 


(in thousands) 


1930 1920 1910 

Forestry and fishing ............... 250 250 242 
Manufacture and mechanical industries 14,111 12,883 10,656 
Transport and communication ...... 3,843 3,079 2,665 
Professional service ............++-:- 3,254 2,171 1,711 
Domestic and personal service ...... 4,952 3,379 3,756 
Clerical 4,052 3,112 1,718 
48,829 41,614 38,167 


In order to judge the influence of migration on urban labor we must 
know the number of the wage-workers and their distribution among the 


different “social-economic groups”: 


Number 


(in millions) 


Independent: 


Professional persons ........... 1.9 1.58 
Dealers, wholesale and retail .... 2.2 
Other proprietors, managers and 

Dependent: 

Clerks and kindred ........... 6.5 3.36 
Skilled workers and foremen .... 8.2 0.09 
Semiskilled workers ........... 7.3 2.77 
Service workers .............; 1.4 2.66 


Percent 


Male Female 


Male Female 


5.2 14.7 
5.9 1.2 
6.1 1.3 
17.1 31.2 
21.5 0.8 
19.1 25.7 
21.5 1.6 
3.6 23.5 


38.0 10.9 100.0 100.0 
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Of all gainful workers in 1930, 6.4 million males and 1.85 females were 
independent, both of them 17.2 percent of their number. Dependent, 
therefore, were 82.8 percent of males and females, in absolute figures 31.6 
million males and 9.05 females, a total of 41 million persons. 

Of the six million rural farm people who crowded the urban iabor 
market between 1920 and 1930, at least the general average, 40 percent, 
were gainful workers; that is, about two and a half millions. These 
people, usually, are healthier, stronger and, chiefly, younger than the urban 
residents of the same social-economic group. “More than three-fourths 
of the net rural migration were less than 25 years in 1920,” we are in- 
formed. This “most productive age-class” is injuriously thinned out in 
the farms by migration: “The proportion of persons aged 20 to 49 years 
in the urban population was equal to 48 percent, in the farm population 
it was only 36 percent.” The farms do lose not only in quantity, but 
also in quality. 

These migrants are almost without exception unskilled laborers, un- 
skilled in urban, industrial work. Nearly their entire impact, therefore, 
hits the relatively small stratum of urban unskilled labor, which, in 1920, 
amounted to about 7 million persons. Even if we add the about 9.6 million 
of semi-skilled working people counted in 1920, the competition breaking 
into their market appears enormous. Especially as it is the competition, 
on the average, of young, strong, ignorant, frequently illiterate persons, 
who are accustomed to low wages, long hours and “patriarchal” treatment; 
if they are not outright starving, they are in any case in that “unilateral 
urgency of the want to exchange” which characterizes the monopoly- 
relationship, the position of the victim facing the monopolist. 

As far as the present author can see, this complex of facts is mentioned 
in not one single textbook of theoretical economy. Equally ignored is the 
law of Goltz when the problem of wages is dealt with. 

And precisely for that reason these facts that clamor—nay, scream for 
attention, have never awakened the interest of the trade unions nor have 
they influenced their practical policy. 


IX. 
Trade-unionist policy 


UNIONISM Is MONOPOLISM! This presumably will provoke furious pro- 
testations, but it cannot be helped. It is not meant at all, by the way, 
as recrimination. Trade union leaders themselves cannot help it. Every 
union, by an inexorable compulsion, must aim at the monopoly of its 
particular labor market. 
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This time we have to deal with another species of the genus “monopoly.” 
Iris a “legal monopoly by agreement,” which comes into being when the 
producers of a certain commodity agree not to undersell each other, and, 
to this end, attempt to restrict production in order to raise the price of 
that commodity by diminishing supply. Such an agreement is, as was 
said before, indispensable where the commodity in question is capable of 
being increased. 

Labor, or better, “‘services,” i.e., labor of a certain qualification during 
certain hours in certain surroundings, is such a commodity capable of being 
increased by competition. This can happen by prolonging hours or in- 
tensifying labor without hiring new laborers, or by engaging migrants 
from outside or abroad, or by adults changing or youth choosing their 
occupation. Being a commodity, services submit to the same general laws 
dominating material goods; their price decreases when supply exceeds de- 
mand, and increases when demand outruns supply; and the price, just as 
can that of every tangible good, can be screwed up to a monopoly price 
by an agreement of the producers to restrict supply. 

This is what unions must aim at: to attain the monopoly of their market. 
Their entire policy pursues this goal, restricting production of this par- 
ticular service by excluding rigorously whoever cannot prove his qualifi- 
cation, or, in some cases in some countries, those who did not complete 
the prescribed apprenticeship; by deterring and, if feasible, keeping away 
by law, foreign competitors; by alleviating internal competition through 
encouraging and subsidizing emigration abroad or toward other national 
centers; by amassing a strike-fund for stiffening the back of their members 
and pointing the gun of a strike at the employers, diminishing, thereby, 
the urgency of the want to exchange on their side, and sharpening it on 
the employers’ side; by collective bargaining in order to prevent the capi- 
talist from breaking the faggots singly which the bond of the union makes 
unbreakable; by getting hold of political power to back all this by admin- 
istrative aid and, if possible, by newly enacted laws; and, lastly, by organ- 
ized general strikes, aided by allied unions. 

This, then, is open war. The normal life of the union, however, must 
be understood to be armed peace. They are created for the war of the 
classes; this is their raison d’étre and their justification. 

They are a warring army, acting under the inexorable necessity of war. 
Their group is being attacked by the monopoly of capital and has to 
defend itself. There is no other means than to oppose monopoly to 
monopoly, war-fund to war-fund, pickets to scabs, lobbying to lobbying. 
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It is not the attacked who is responsible for what weapons and methods 
are to be used, but the assailant. Just as the Britons are compelled to 
retaliate Nazi aggression by the same methods and weapons, be they ever 
so loathsome to them, just so the unions have no choice—on principle! 

This is to be acknowledged—but no more. Self-defense is permitted, 
but certainly it does not merit a civic crown. It is egotistical action; the 
union’s entire activity is prompted by group-egotism, that is, we repeat 
it expressly, absolutely justified before the courts not only of law but even 
of morals; nonetheless it is and remains—egotism. The unions, therefore, 
must not ask to be applauded and supported as unselfish champions of the 
entire laboring class, as they are prone to do. 

Their monopoly is double-edged. It hurts not only the capitalist but 
also the poorest and most helpless and desperate group of the national and 
international proletariat. It has the effect that “new forces” have, gen- 
erally, to use a magnificent simile by Henry George: 


It is as though an immense wedge were being forced, not underneath 
society, but through society. Those who are above the point of separa- 
tion are elevated, but those who are below, are crushed down. 


Precisely this is the effect of the unions’ activity. Whoever is not able 
to comply with their terms of admission is condemned to unemployment; 
where they have enforced minimum wages by law, the employers natur- 
ally no longer hire persons whose services do not promise to yield the usual 
profit; last but not least, the unions of the United States were unquestion- 
ably the driving force behind the legislation restricting immigration from 
abroad. Men who frequently had been immigrants themselves or were the 
direct descendants of foreign-born citizens, allied themselves with reaction- 
ary groups and especially racists to shut the door of this blessed asylum in 
this Land of the Free in the face of millions of despairing martyrs of 
dictatorial brutality. This alone is sufficient to prove that something 
fundamental must be wrong with American unions. 

So much for their claim of having raised “the” wages. They assuredly 
have done nothing to raise the basis of the pyramid. 

It is even open to argument whether their boast is justified of having 
caused the general increase in the reward of skilled labor. It cannot be 
doubted that they succeeded frequently in enforcing upon the employers 
improvements that the automatic forces of social evolution would have 
brought about later: but there are some very strong arguments that the 
unions flourished because wages rose, and not vice versa. 
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Still more doubtful is the claim of the unions of having enforced upon 
their class-enemies social legislation concerning labor by children and 
women, insurance and protection against accidents and diseases peculiar to 
certain trades; etc. Again, there are strong arguments to be advanced 
for the opinion that the unions were rather the tools than the operators in 
the big game of State-policy between the great parties fighting for power 
and seeking allies. 

These problems, however, belong to pure theory whereas we are con- 
cerned here solely with practice. We have proved what we proposed to 
prove: that the method employed by the unions is unable to attain the 
goal they pronounce and believe they are pursuing: raising the laboring 
class in its totality. 

What, then, is to be done? 

More than half a century ago a British trades union leader said: “It will 
always be extremely difficult and almost impossible to organize unskilled 
labor as long as rural immigration endures.” One of the heroes in Kings- 
ley’s famous chartist-novel, “Alton Locke,” predicts defeat of the striking 
London tailors, because the employers will import the unskilled labor “of 
starving Irish and women and children” from all quarters. Karl Marx 
explains that all efforts made by urban magistracies to improve standards 
and especially dwellings of their laboring class, were doomed to suffer ship- 
wreck: “Tomorrow a locust swarm of ragged Irishmen or starving English 
agricultural laborers immigrates.” Henry George writes: 


That which trades-unions, even when supporting each other, can 
do in the way of raising wages, is comparatively little, and this little, 
moreover, is confined to their own sphere and does not affect the lower 
stratum of unorganized laborers, whose condition most needs alleviation 
and ultimately determines that of all above them. 


Almost half a century ago the present author, in a lecture held in 
the labor hochschule in Berlin, attempted in vain to convince his audi- 
ence of this evident truth. I used a simile: “A horste is trapped in a 
snare set at the bottom of a ditch. You unionists want the head and the 
shoulders to get out; to this end you put a rope around his neck and pull. 
You probably will break his leg or strangle him to death. You have only 
to cut the snare, and I grant you most solemnly that head and shoulders 
will get out when the feet do.” One of the parrots every party is train- 
ing replied sneeringly: ‘““We proletarians know better where the shoe does 
pinch us; it is not the landlord but the capitalist we have to fight.” I 
answered with a little story: “Mr. Muddlebrain brought back a walking 
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stick he had bought: ‘It is too long.’ ‘All right,’ said the dealer, ‘we will 
cut one inch off below.’ ‘Nothing doing, my good friend,’ was Muddle- 
brain’s answer, ‘the stick is too long above, and not below.’ ” 

The inference is inescapable: the unions can attain their goal, they can 
be the champions and the rescuers of the entire laboring class only, by 
not changing, but completing their practical policies. 

They must not change them—on principle, although a certain circum- 
spection and prudence is recommendable for reasons we are presently going 
to advance. As long as the combat of classes lasts, they must hold fast 
to their monopoly, because they must preserve themselves in full number 
and fighting force as labor’s active army. But—an army’s task is not alone 
to wage war, but primarily to win peace and, ultimately, to make itself 
dispensable forever. War for war’s sake is against reason and morals; for 
war spells destruction, only peace construction. Unionism is justified only 
if its tactics and strategy aim at lasting social peace. 

To this end the trades unions, as we have said, must complete their 
policy by taking care of the lowest stratum at the basis of the social pyra- 
mid. This cannot be performed by their habitual routine of organizing 
which is suited to urban conditions exclusively. Even the powerful Ger- 
man unions did not succeed in organizing agrarian proletarians in unions. 
They had to confess that they were defeated “by the anticommunistic 
peasant’s skull.” These people are too close to the true root of the evil 
to fall for “this sort of social poetry” as it has been called. They know 
really where the shoe is pinching; that is why, in all periods and in all 
places, in Biblical Palestine, in ancient Greece and Rome, in medieval 
Europe, they have demanded always one thing alone: “ton tes ges dia- 
* the “white partition” of the soil that the Russian Mujhik ex- 
pected from the Czar’s kindness and insight, the peaceful redistribution 
of the soil of which roving Vikings from the West and North, mounted 
nomads from the East, and Greek usurers and slave hunters from the 
South had robbed their forefathers. 

Internal colonization, wholesale land settlement, this is the task. The 
present author has shown that, and how it can be fulfilled, in quite a 
number of completely successful experiments. Nazism, guided by sound 
instinct, destroyed them wilfully. They were the expression of an idea 
diametrically opposed to the ideas the Nazis themselves propagate. The 
Nazis had good reason to be afraid of this idea; it is destined to make 
democracy a perfect and invulnerable order, by weeding out the last rem- 
nants of feudal “fraud and violence.” 
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X. 
Breakers ahead 


“NoTHING IS AS PRACTICAL as theory.” American industry owes its 
almost fantastic progress to the alliance of organizational genius with sci- 
entific theory. Will the industrial laborers of America learn by this 
experience to consult science as well? Or must they first undergo what 
their brother-organizations in Europe had to suffer? 

Something must be wrong in the foundation of unionism, else European 
unions would not have experienced a downfall from apparently overwhelm- 
ing political and economic power to downright annihilation. This hap- 
pened in Germany, Austria, Italy, and eventually in France. The present 
writer, who has been a close friend of unionists but a skeptic on principle 
about unionism through almost half a century, predicted their decline and 
fall at a time when they still enjoyed “‘ruddy-cheeked health.” He wrote 
in the first edition of his textbook of political economy (1910): 

Marxism leads the laboring class to merely apparent but not to real 
victory. They look enchanted on the rapidly rising number of their 
voters, but they do not realize that, for all that, their political power 
is rather decreasing, because their adversaries are assembling in ever 
stronger and more dangerous organizations. They may take care: the 
equal and universal suffrage is not everywhere a touch-me-not. 

Fourteen years later, in the fifth edition of the textbook, he wrote (p. 
1104): 

The once so mighty party, after the world war, had the mandate and 
the opportunity of showing of what it was capable, but failed shame- 
fully, because there is no way from its theoretical program to ‘each 
practical policy. The party is dead, even though its maching continues 
moving for some time. The belief in common aims and certain ways 
to these goals is the soul of a party. It dies once the belief is lost. 
Therefore, the psychological moment may be near when the despairing 
masses will turn away from their present leaders who, most of them, 
became silent and stand discredited, to follow other leaders on new ways 
to new goals. 

This was written at a time when the German parties of the trades unions 
seemed to have attained the peak of their strength, controlling the major- 
ity of the diet. 

Two years afterward, in this writer’s book, ‘““The State,’ 
out (p. 763): 

If the fratricidal struggle between the two socialist parties is not 
settled, which is possible only if both of them accept a new theoretical 
program, imperialist Fascism will overrun the whole of Europe. 
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Printed in 1926, when Nazism was yet a small, despised group, the 
prediction came true. Because the feckless and aimless policy of the trades 
unions disappointed their supporters and gave to their adversaries the argu- 
ments—or at least the pretexts—to present trades unionists to the great 
public as a nuisance and even as a menace to the public welfare. Thus 
it came to pass that, except only in Vienna, they ingloriously went down 
before the first onslaught of the capitalist forces. The old game of divide 
and rule had succeeded as it did innumerable times before: either the 
peasants curbed the upheavals of the townspeople, or the townspeople 
those of the peasants. 

They must accuse themselves, and not the greed and lust for power of 
their victors, whose strength was nothing but their feeble-mindedness. 
Some of the former leaders have begun to realize it, as I am permitted to 
tell now, after we have escaped the clutches of the Gestapo. They came, 
as it were, to cry on my shoulder, yammering, “Why did we not hear 
you?” I could only shrug this part of my anatomy. It is not worth 
while to cry over spilled milk. 

Apparently there is opportunity enough, also, in this great country, of 
finding arguments or at least pretexts to present unions as a nuisance and 
even as a real danger to the commonwealth. 

A nuisance! Public opinion in the United States has prevailingly been 
on the side of the unions, because the sympathy of true democrats is always 
for the underdog. But there are at times some disturbances of normal 
economic life which anger and embitter the great public, because they look 
like extortions committed by the unions. Each monopoly is, by its very 
nature, extortionist, and so is that of the unions; precisely for that reason 
trades unionists should be moderate and circumspect and not stubbornly 
insist upon their “right of way” when only petty interests are at stake, 
to avoid the fate of Mr. Gray, “‘who was as dead if he had been wrong.” 
The public tires easily of this endless dickering and chaffering for some 
cents more or less, especially because there is no expert in this world who 
could tell them how much ought to be paid to be “fair.” All experts can 
do as arbitrators and mediators is to “split the difference.” There are 


other occurrences when the customer is angered and damaged by certain 
ukases of the unions recalling the worst times of the proverbial “guild- 
spirit”; when, for example, the shoemakers and the furriers litigated for 
years and years up to the highest court of appeal about who was entitled 
to produce fur-lined shoes. The customer is hurt in his most sensitive 
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spot when he is compelled to pay two men where one is sufficient, and 
to pay a skilled man where an unskilled would do. 

It is no more difficult to present unions as a danger to the public welfare. 
Let us assume that all news of this kind is nothing but the “atrocities” 
that warring parties like to invent. But “semper aliquid haeret,” and sob- 
stories like that of the small manufacturer who was ruined by the union, 
are easily believed. And che public is uneasy when confronted with 
strikes in plants working for national defense, and is exceedingly dis- 
quieted when told that unionism is contaminated with graft and gangster- 
ism. In exactly the same manner European unionism had prepared the 


way to fascism. 
“It can’t happen here?” Let us hope so. But—would that be any 
reason to continue on a dangerous road that cannot lead to the goal? 
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It is assumed that labor is available only in connection with 
capital; that nobody labors, unless somebody else, owning capital, 
somehow, by the use of it, induces him to labor. Labor is prior 
to and independent of capital. Capital is only the fruit of labor 
and could not have existed if labor had not first existed. Labor 
is superior to capital and deserves much the higher consideration 

. and inasmuch as most good things have been produced 
by labor, it follows that all such things belong of right to those 
whose labor has produced them. But it has so happened in all 
ages of the world that some have labored and others have without 
labor enjoyed a large portion of the fruit. This is wrong and 
should not continue. To secure to each laborer the whole 
product of his labor, as nearly as possible, is a worthy object of 
any country. 

ABRAHAM LINCOLN (1809-65) 


- NOTES - 
Internationalism and Europeanism 
By Francis NEILSON 


MANY PEOPLE in this country misunderstand the two concepts of “inter- 
nationalism” and “Europeanism” and use them interchangeably. There 
is a difference between the terms. There are many forms of international- 
ism, but it is not necessary to describe them all.* 

The internationalist is a person who believes in peace and good will 
among the nations. Originally, internationalism was chiefly used in con- 
nection with the countries of Europe, but after the World War, the term 
was used loosely to include the United States and other non-European 
powers, namely Russia, Turkey, and the South American Republics. How- 
ever, the chief point is that the internationalist, although insisting on 
peace and good will among the nations, leaves each government to carry 
on its own national affairs with the consent of its people. 

Cobden has been called “the international man,” and of him Lord 
Welby said: : 


He believed that the interests of the individual, the interests of the 
nation, and the interests of all nations are identical; that these several 
interests are all in entire and necessary concordance with the highest 
interests of morality. With this belief, an economic truth acquired 
with him the dignity and vitality of a moral law, and instead of remain- 
ing a barren doctrine of the intellect, became a living force to move the 
hearts and consciences of men. 


This puts in a nutshell the whole truth of what Cobden stood for. 
There were few, however, who aimed as high as he did. 

Another theory of internationalism may be gathered from Ramsay 
Muir, who was professor of modern history at the University of Man- 
chester. During the last war he wrote a book called “Nationalism and 
Internationalism.” In the following quotation one discovers the gist of 
the internationalist idea. Muir says: 


To the old dream of the world-state succeeded the more practicable 
dream of international cooperation; and the movement to which we 
may give the name of Internationalism grew steadily stronger through- 
out these four centuries, until it seemed to be in sight of its triumph 

1 From “The Tragedy of Europe: A Day by Day Commentary on the Second World 
War,” Appleton, Wis.: C. C. Nelson Publishing Company, 1941, 710 pp., $5.00. 
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with the summons of The Hague Conferences in the closing years of 
the nineteenth century. Essentially this movement was a demand for 
the establishment and enforcement of a body of International Law on 
a secure basis; a demand for the extension of the fundamental western 
conception of rational law conceived in the common interest from the 
sphere of the state to the sphere of the inter-state relationship. It was 
a demand also for the secure establishment of Liberty among states; 
for in this sphere, as in the relationships of individuals, Liberty and 
Law are interdependent. . . . 


In reading such a statement at this time, regarding the aims of Liberty 
and Law, one is overwhelmed with the evidences of political impotency. 
The forces of nationalism which were let loose at the beginning of Sep- 
tember, 1939, destroy all one’s hopes of ever establishing Liberty and Law 
in Europe, or even some semblance of civilized order. Thus, the political 
concept of internationalism seems superficial and ineffective. 

There is, however, an internationalism which is almost non-political 
in its aim. At one time we heard a great deal about the internationalism 
of art; some years ago, music was supposed to be the cement which would 
hold the European nations together; then, language and literature were 
considered by many to be the levers which would assist in bringing under- 
standing to the different peoples, through an Esperanto of one kind or 
another for speech and for literature. 

However, all these cultural aims in no way attempted to solve any 
political or diplomatic problem. They left things which concerned the 
administrations and the chancelleries as they were. Many well-known 
internationalists of a generation ago went no further than advocating 
Cobden’s slogan: “Peace and good will among the nations.” 

After the last war a new school of internationalism arose. It was 
founded by Woodrow Wilson, who knew so little about Europe that the 
Peace Conference gave him many headaches. Embodied in the Treaty of 
Versailles and the Covenant of the League were the principles and aims of 
the new school. This was a form of internationalism which had for its 
specific purpose the utter destruction of Germany; therefore, it consoli- 
dated and strengthened the national aspirations of the powers that were 
Allies during the Great War. It further resulted in making the so-called 
League of Nations a destructive weapon in the hands of the French. In- 
deed, so far as eighty percent of the delegates were concerned, the machin- 
ery of the League itself was operated by the Quai d’Orsay solely in the 
interests of France. 

Unfortunately for Great Britain, a new school of English statesmen 


Internationalism and Europeanism 81 


and diplomats succeeded in producing an utterly un-English product in 
the affairs of Europe—the Francophile. Lucien Le Foyer once said that 
Austen Chamberlain was more Parisian than the boulevardier. Indeed, 
Austen Chamberlain, though he spent some years at school in France, gave 
many Frenchmen the impression that France extended only from Long- 
champs to the Boulevard de Sebastopol. The severest critics of the English 
Francophile were the very persons who used Austen and his friends for 
their own particular purposes. 

Still, it must be recognized that the so-called League of Nations, for 
many years after the war, became a forcing house in which young English 
plants were reared for the conservatories of French politicians. Lord Cecil, 
who was Lord Robert Cecil, and Anthony Eden are such plants in full 
bloom. The result is what we have now—a war! And one of the many 
objects of this conflict, so far as England is concerned, is to set up in parts 
of Europe a system of wall-eyed internationalism which is cursed with a 
wink and a squint. 

If there be any cultural internationalists of the old school left—those 
who believed in peace and good will among nations and that the spread 
of esthetic ideas would be a means of reducing the chances of war—they 
must be silent. The war internationalist is on the rampage and, as usual, 
he is busy blockading, bombing, and protesting that it is all done for a 
single purpose, and that he has no other aim than to end aggression and 
establish a rule of justice. 

The concept of Europeanism is totally different. Since the days of 
* Victor Hugo, who was one of the first to realize what the economic and 
political unity of European states would mean, there have been numbers 
of well-known men who have seriously considered this ideal, but no Euro- 
pean of whom I have heard has shown in any way how the ideal is to be 
worked out in practice. 

During the Bayreuth Festival in 1897, a company of men met one night 
in the Reichstadler—Beyerlein, George Moore, Herman Klein, Schultz- 
Curtius, Anton Seidl, Massingham, and probably six or eight more men. 
The reason for the gathering was to drink Seidl’s health. The conversation, 
however, was a discussion on Europe and internationalism. I was young, 
then, and somewhat reckless, so I introduced the subject of Europeanism 
and, as someone had referred to Nietzsche and the opening of the Fest- 
pielhaus, 1 ventured to say that Nietzsche was a thorough European and 
that he stated: “Europe must be one.” A long discussion ensued, but no 
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one thought it practical to go any further than (what George Moore 
called) ‘‘a weak tea” sample of internationalism. 

When I mentioned some of the essentials of Europeanism, my hearers 
were shocked. What! the idea of no tariffs, no armies or navies, no fron- 
tiers to guard, no customs houses? Of course, it was the height of ab- 
surdity! Who would have the audacity to propose that all such services 
should be abolished? The thing was unthinkable! Nevertheless, the idea 
of Europeanism was then, and still is, more practicable for Europe than 
that of internationalism. 

But is not Europeanism the climacteric of Cobdenism? As Cobden saw 
it, Free Trade was the first step; the next step was disarmament. A good 
European asks for nothing better than such an initial proceeding. Euro- 
peanism starts out to destroy the bulwarks of nationalism by abolishing 
tariffs and disarming armies and navies. Internationalism leaves each coun- 
try behind its nationalist barriers, with all the paraphernalia of customs 
houses, armies, navies, and the chancelleries, relying only on some nebulous 
scheme for international cooperation, such as The Hague Tribunal or a 
substitute for the sinister League of Nations. 

To sum up briefly: internationalism is primarily a political concept 
which overlooks the fundamental economic causes for quarrels between 
nations or groups of nations. Europeanism, on the other hand, is an eco- 
nomic concept which holds that “Europe must be one.” This ideal the 
European would accomplisi through abolishing tariffs and disarming the 
military services of the nations. That is the way I size the matter up. 
After all, it is the spirit of the thing that matters at a time like this. The 
object of internationalism today seems to be to talk peace while making 
war. The object of Europeanism is talking of Europe as one. The inter- 
nationalists rejoiced at the Covenant and the League of Nations. The 
Europeans knew from the first that neither Covenant nor League of 
Nations would work! 
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The Vision of Freedom in the Settlement of America* 
By Paut V. McNutt 


“Jy Is THE GOODLIEST and most pleasing Territorie of the World, for the 
Continent is of a huge and unknown greatness.” 

Richard Hakluyt, the first great press agent of discovery, penned those 
lines in 1585. Within half a century the great tide of migration to North 
America was in full swing. I looked the other day at some advertisements 
which proclaimed the availability of American lands. America still was a 
new product in 1600 and this copy was intended to bring hopeful and 
ambitious artisans to the new world. There were in those days no inhibi- 
tions upon the copywriter. His layout was bad, his typography atrocious. 
His vocabulary and spelling were some times original but his words carried 
conviction. 

In one of these, William Penn described “‘attractive land in America” 
which had been settled upon him by the King. In another the “conditions 
for new planters in the Territories of His Royal Highness, the Duke of 
York” were set forth in glowing terms. Notably the “customers” were 
assured that “In all Territories of His Royal Highness, Liberty of Con- 
science is allowed, Provided such Liberty is not converted to licentiousness, 
or the disturbance of others. . . .” And there seems something almost 
prophetic in the assurance that “the several townships have liberty to make 
their peculiar laws. . . .” 

Let us look at the advertisements that lured settlers to the Old Dominion. 
Among these 17th Century documents you will find the 17th Century 
perspective. John Streater in 1655 printed for “Giles Calvert at the Black- 
Spread Eagle at the West end of Pauls” a tract for the silk industry. His 
method, as this excerpt showed, was different and even more labor-saving 
than the viscose and acetate processes of the silk producers of modern Vir- 
ginia. Nevertheless the workers of Richmond, Waynesboro, Covington 
and Roanoke—or of Parkersburg and Nitro in West Virginia—may find 
parallel in this ringing copy of Mr. Streater: 

The Reformed Virginian Silk-Worm, Or, a Rare and New Dis- 
covery of a speedy way, and easie means, found out by a young Lady 
in England. . . . For the feeding of Silk-Worms in the Woods, on 


the Mulberry-Tree-leaves in Virginia: Who after fourty dayes time, 
present their most rich golden-coloured silken Fleece, to the instant 
“From an address before the American Association of Advertising Agencies, Hot 
Springs, Va., May 2, 1941. 
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wonderful enriching of all the Planters there, requiring from them 
neither cost, labour, or hindrance in any of their other employments 
whatsoever. 


It would also seem that the radio was not the first form of entertain- 
ment to make room for commercial plugs. Ben Jonson, George Chapman 
and John Marston—the Elizabethan counterpart of Metro-Goldwyn-Mayer 
—plugged Virginia in “Eastward Hoe.” In that play they described 
Virginia as a land where “wild boare is as common as our tamest Bacon is 
here.” You can “live freely there, without sergeants or courtiers or law- 
yers or intelligencers. You may be an alderman there and never be a 
scavinger. . . . To riches and fortune enough and have never the more 
villanie nor the less wit.” 

False, indeed, were many of these assurances. Witnessing the unfortu- 
nate plight of those who came one hundred years later, one Philadelphian 
exclaimed: “They would have better remained where they were. . . . Woe 
on the emigrants who induced them to this!” But it was not the strong 
arm of regulation that brought them to an end. It was America that 
superseded these 17th Century fancies with a mightier reality. 

Let’s look at the record of those 17th Century promises. It proved 
mighty hard to make an inferior product stick. The “customers” came 
expecting freedom. When they didn’t find freedom, they fought for it 
and won. They used the boycott, the strike, and finally force. But they 
got what they wanted. These customers came expecting a strong land; 
a land of peace and plenty and power; a land of justice and liberty. They 
had envisioned great farms, great industries, secure homes, opportunities 
for every man. When they didn’t find these things, they set to work to 
make America fit their vision. And they are still at it. 

Why, in these trying days, when all the world beats in upon our lives, 
do I turn to these tales of history and advertising? Why? Because | 
think they hold for us a very real lesson. They reflect in a primitive way 
the beliefs and the aspirations of mankind in 1941. Today, 300 years 
later, tyranny again stalks the world. The world looks to America as the 
last hope of democracy. It is our aid that may spell the difference between 
victory or defeat. For nowhere else is there any freedom, any truth, any 
opportunity left for the common man. There are some who will remind 
you that we haven’t it here. They will tell you that all these words about 
democracy and liberty are empty words. And I am afraid that I would 
have to agree on many specific points of evidence. Take these challenges 
I presented to the representatives of the Council of State Governments: 
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Is “health and national defense,” for instance, just an empty gen- 
erality? Ask the health and housing authorities in a town that recently 
bought some large concrete pipes for a main sewer in a defense housing 
project—and woke up, the morning after the sewer pipes were unloaded 
on a railroad siding, to find that defense workers and their families, 
lacking other shelter, had appropriated them for sleeping quarters. 

Is “recreation and national defense” an empty generality? Ask the 
mayor of a conservative little town 10 miles from the otherwise isolated 
camp where thousands of Negro troops have just been quartered. No 
one questions these soldiers’ right to the usual military privileges; but 
the good people of the community say those Negro troops can’t come 
to town to spend their leave attending, let us say, the local picture 
show. 

Is “public aid and national defense” an empty generality? Ask the 
State where some thousands of submarginal families in a backwoods 
county are being moved off land that has been taken over for an Army 
proving ground. There’s nowhere for them to go except out of the 
county; but the minute they cross the county line, they lose that 
mystic thing called “legal settlement” and thereby are deprived of their 
right to local relief—that is, if there was any money for it anyway. 
Yet everybody knows these families must have public aid or starve. 

Is “education and national defense” an empty generality? Ask the 
local authorities that have had to set up school in an abandoned coun- 
try church—a one room firetrap—and even so can care for only a frac- 
tion of the children in the boom town created by a defense construction 
project. 

Is “welfare protection and national defense” an empty generality? 
Ask the shipyard town that found 10- to 12-year-old newsboys “‘get- 
ting rich quick” by charging $2 a head to “introduce” local girls, 
many of them under 16, to men from the yards. 


Every one of these situations happened somewhere in the United States 
of America in 1941. Yet, I think the world is justified in looking to 
America. I think America is justified in thinking of itself as a land of 
justice, freedom and opportunity. For these things are scandals in 
America. The towns that harbor them are sheepish and defensive. The 
persecution of minorities, the starvation of the unfortunate is not an 
instrument of State policy in America and it never will be. Liberty and 
freedom, opportunity and dignity for the common man, these are our 
goals. We are likely to come nearer to attaining these things than are 
nations whose goals are set in other directions. 
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The Great Scourges of Our Generation 


By THe Eprrors oF THE Times (LONDON) 


THE GREAT TWIN scouRGES which have most deeply touched the imagina- 
tion and seared the conscience of the present generation are the scourge 
of war and the scourge of unemployment.’ For those who feel the need 
to look beyond the end of the present struggle, the abolition of war and 
the abolition of unemployment are the most urgent and imperative tasks 
of our civilization. It is natural, but it may be unwise, to express them 
in this negative form. They can be realized only through positive and 
constructive action. To abolish war means to create an international 
order in which good faith will be observed, and in which the unchecked 
pursuit of national interest will be tempered by consciousness of loyalty 
to some wider community. To abolish unemployment means to create a 
social order in which the ideals of the nineteenth century democracy are 
extended from the political to the social and economic sphere—in which 
liberty will imply not so much freedom from interference as a chance for 
all; equality, not only equal access to the polling-booth and the court of 
law, but equal access to the more restricted field of social and economic 
opportunity; fraternity, not mere formal recognition of common citizen- 
ship, but a lively sense of common responsibility for the well-being of the 
least fortunate. 

In the nineteen-twenties a series of bold—indeed over-confident—at- 
tempts were made to abolish war. They failed either because, like the 
Kellogg Pact, they remained purely negative, or because, like the League 
of Nations, they lacked the support of power on a world-wide scale and 
sought salvation in the barren accumulation of legal instruments and rules 
of procedure. The spirit of constructive international order was lacking. 
Within the framework of a British Commonwealth of Nations, Great 
Britain has long been acutely sensitive to the needs and interests of her 
sister nations; and in her relations to those parts of the Empire not yet 
ripe for full self-government she is progressively substituting the principles 
of responsibility and trusteeship for that of exploitation. The whole 
structure of Imperial unity rests on the assumption that the national inter- 
ests of the United Kingdom will not be asserted beyond the point at which 
they become seriously incompatible with those of her partners in the 
Commonwealth. 


1 Leading editorial in The Times (London), Dec. 6, 1940, under the title, “The Two 
Scourges.” 
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Internationally, on the other hand, British policy—equally with that of 
other countries—has almost completely failed to develop this spirit. Much 
has been said of the need to sacrifice a mystical attribute called sovereignty. 
But abstractions are dangerous when they serve to mask concrete realities. 
The sacrifices required are of something more tangible than sovereignty. 
No British statesman has hitherto had the courage to oppose a policy advo- 
cated by British industrialists or British workers on the ground of the 
injury which it will inflict on the industries of France or Belgium or 
Germany, or to reject a measure designed to favor British agriculture 
because it would spell ruin to the Danish farmer. Yet there is little doubt 
that we shall fail to achieve any effective international order, or any alter- 
native to the horror of recurrent war, until we witness some such funda- 
mental change, generally and reciprocally among the nations, in the scale 
of values. The problem of collective security is not so much whether men 
are prepared to sacrifice their lives for other countries, but whether they 
are prepared to sacrifice some of their profits and some of their wages to 
promote a common welfare in which they will eventually share. 

A like change of values is an equally essential condition of the cure of 
unemployment. Perhaps the fundamental cause of our failure after 1919 
was that, in attempting to create a new international order, we ignored the 
needs of a new social order. The social and economic foundations on 
which the political structure of 1919 was so light-heartedly erected were 
crumbling in ruins. Social and economic stresses were the revolutionary 
force which swept away the work of the peace-makers—the good and the 
bad together. The connection between unemployment and war is not 
fortuitous. Seven million unemployed brought Hitler to power. He 
rewarded them by finding them employment in preparations for war. 
Today millions of workers in more than one country are learning the 
dangerous lesson that nothing creates regular and well-paid employment, 
and makes labor a scarce and valued commodity, so certainly as war. So 
long as it remains true that war or preparation for war is the only effec- 


tive remedy for unemployment, wars will continue however cunning the 


machinery devised to prevent them. Any new international order will be 
still-born so long as this cancer is not eradicated from the social system. 
Put in these terms, the problem of unemployment becomes simple for 
those who have the courage to face its implications. There is no formula, 
no specific, for the abolition of unemployment any more than there is for 
the abolition of war. It is a problem less of means than of ends. It can 
be solved (or transformed, as at the present moment, into a technical 
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problem of fitting supply to demand) when we recognize in time of peace 
a social purpose as compulsive and as worthy of sacrifice as the purposes 
of war. In 1940 the manufacturer forgoes profits, the worker forgoes 
trade union restrictions on conditions of employment, the consumer for- 
goes luxuries and lends to the Government to finance expenditure from 
which no material return is asked or expected. 

In 1930 a small fraction of these sacrifices would have sufficed to avert 
the unemployment crisis of the ensuing years, and, at the same time, to 
bring to the countries now involved in war better housing, more ample 
nutrition, better education, and more amenities for the leisure of the 
masses. These sacrifices were not made because they were not called for 
by any political leader; they were not called for because the lesson had 
not yet been learned. There is no longer any reason for failure to under- 
stand. To create the new social order does not, like war, call for sacrifice 
of life and limb. But it does call for many of those other sacrifices of 
profits and luxuries, or rights and privileges, which we make unquestion- 
ingly in time of war. To formulate a social end, other than war, which © 
will inspire such sacrifices is the cardinal problem of our time. 

The greatest obstacle to the realization of this need is the fact that we 
still live in the afterglow of nineteenth-century splendor, when prosperity 
seemed within the reach of almost all and sacrifices were demanded of few. 
Gradually we came to understand that this prosperity was the product of 
conditions which are gone beyond recall—expanding frontiers, expanding 
populations, freedom of movement for men and capital, and quick profits 
in undeveloped countries oversea. Then for a time, as profits became 
precarious, slogans like “Make the foreigner pay” and “Soak the rich” 
seemed to offer a cheap way out. Now we know that there is no such 
easy road, that prosperity can be regained only by new policies adapted to 
new and sterner conditions, and that we must plan for peace as consciously 
and as deliberately, and with the same common readiness for sacrifice, as 
we now plan for war. It must not be said that we are more ready to 
risk our lives than our vested interests, or that peace—unlike war—holds 
no purpose worthy of the sacrifice of things we prize for a greater com- 
mon good. The British people will shrink from no sacrifice for a purpose 
in which it believes. In war it has gladly accepted—indeed demanded— 
leadership which calls for sacrifice from all. The planning of peace calls 
for a leader who will have the courage and the vision to make the same 
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Prospectus 


THe AMERICAN JOURNAL OF ECONOMICS AND SocioLtocy has been 
founded by a group of specialists in the social sciences and in moral and 
social philosophy, in association with men of affairs, to serve as a stimulus 
to investigation of special types of problems in these fields and as a medium 
of publication for such studies. Its interests are confined to problems that 
gain recognition in the growing awareness of the scientist and the scholar 
of his added social responsibility in a time of world-wide cultural crisis. 

The progress of science, once the center of man’s hopes for the orderly 
amelioration of material conditions, has produced the horrors of total war 
and of mass and technological unemployment. The tremendous multipli- 
cation of specialized knowledge and the irreconcilable divergences of social 
tendencies characteristic of our era have caused a decline in the prestige 
of philosophy. This loss of leadership has been shared by the social 
sciences, for, dealing in their problems of policy with ends and purposes, 
these must look to philosophy for guidance upon the consequent judgments 
of value. 

Yet, developed with reference to human needs and human practical 
controls, the technological powers of science offer the material for a 
rational social and economic organization. Founded upon recognition of 
the dignity of the human person and of man’s unique rdle in society, the 
philosophical disciplines generate ideas that inspire and direct thinking in 
the fields of the social studies. Paced by moral and practical development 
and dominated by consideration for human values, the social sciences com- 
prise man’s best hope for social improvement. 

The conditions imply a special dedication of the scientific method and 
the philosophical process. Contemporary opinion seems agreed that social 
improvement must be sought in the rational control of disease, of poverty 
and of inequitable economic arrangements—arrangements that find no 
sanction in reason or morals—of social and political tension and of war. 
The conviction is spreading that the solution involves the development of 
practical means for improving the spirit of society, its social ethic; for 
abolishing the quasi-monopoly of man’s natural environment; for bringing 
order into the chaos of the tax system; for abolishing industrial monopo- 
lies and all special privileges; for aiding the experiments in voluntary co- 
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operation which provide the only substitutes for State paternalism—in a 
word, means for liberating the free spirit of man. 

In this conviction the founders have established this quarterly review 
to foster study and discussion of the problems and issues involved in that 
rational control from the point of view of the relevant social sciences and 
philosophical disciplines by providing a suitable medium of publication 
devoted entirely to these special studies. 

Pre-supposed in the common denominator of its collaborators’ varying 
viewpoints is a tendency toward a modern social reform orientation. Its 
founders, being predominantly Americans, and therefore susceptible to 
American tendencies in social and philosophical thought, are very largely 
drawn from among those who have been influenced, to some degree, by 
the social rationalism projected into American social studies by the social 
philosopher, Henry George. The interests of the review will reflect this 
tendency. Its founders have welcomed to their circle specialists of 
divergent tendencies as a stimulus to fruitful inquiry. 

What the project amounts to, then, is a venture in cooperation between 
the social sciences and related disciplines toward constructive synthesis in 
social thought. Whether this synthesis can best be achieved by a unified 
approach or by a collaboration in specialized approaches is left to the col- 
laborators to discover. For the need of such cooperation one need not 
plead beyond the aim of specialized inquiry, reproduction of the structure 
of reality; the concept of reality knows no specialist borders. The Journal 
will serve its purpose if it gives ample voice to those specialists who are 
trying to cope with the challenge that modern society presents to them. 


Witt LissNER AND FRANK CHODOROV 
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